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AMENDMENT TO INTERSTATE COMMERCE ACT 


TUESDAY, MAY 5, 1953 


UnNirep STATES SENATE, 
COMMITTEE ON INTERSTATE AND FoREIGN COMMERCE, 
a ashinagton. dD. eC 





The committee met, pursuant to call, in room G—16, Capitol, Sena- 
tor Charles W. Tobey (chairman) presiding. 

Present: Senators Tobey, Bricker, Schoeppel, Butler, Cooper, 
Potter, Hunt, Pastore, and Monroney. 

Also present: Edward R. Jelsma, member of the professional staff, 
and Gene Dawson, administrative assistant to Senator Capehart. 

The CHatrMan. The committee will come to order, please. We 
have under consideration this morning S. 1461, which will be made a 
part of the record at this point. Also, 1 want to insert in the record 
at this time an amendment in the nature of a substitute which embodies 
the language suggested by the Interstate Commerce Commission in its 
letter of comment, dated April 28, 1953, which will appear hereafter. 

(The bill referred to is as follows:) 


[S. 1461, 88d Cong., 1st sess.) 


A BILL To amend the Interstate Commerce Act, as amended, concerning requests of 
common carriers for increased transportation rates 


Be it enacted by the Senate and House of Re presentatives of the United States 
of America in Congress assembled, That the Interstate Commerce Act, as amend 
ed, is amended by adding after section 15b thereof of a new section reading as 
follows: 

“Sec. 15e. Whenever any common carriers subject to this part, acting by 
regions, districts, or other appropriate groups (or any express company or 
sleeping-car company acting individually), shall file a petition with the Com- 
mission certifying that they have incurred, or within the immediate future will 
incur, increases in wages, or increased costs of materials and supplies, which ae 
cording to the best available estimates of revenues and expenses (including such 
increases) covering the twelve-month period following the filing of such peti- 
tion indicate that, as a result of said increases, a general increase in rates, 
fares, or charges for the transportation of passengers or property, or both, as 
set forth in said petition, is necessary to permit said carriers, under honest, 
economical, and efficient management, to earn revenues sufficient to enable them 
to provide, in the interest of the Nation and the general public, adequate and 
efficient service, establish and maintain sound credit and attract equity capital; 
thereupon the Commission shall within sixty days after the filing of such peti- 
tion enter an interim order and findings, with or without a hearing, authorizing 
increases which in the Commision’s opinion are appropriate or necessary under 
honest, economical, and eflicient management to provide revenues sufficient to 
enable the carriers to provide adequate and efficient service, maintain sound 
credit and attract equity capital. Such increases shall become effective under 
master tariffs or other schedules published to become effective on not more 
than ten days’ notice to the public. Within sixty days thereafter, the increases 
in rates, fares ,or charges requested in said petition shall be the subject of 
further investigation and the Commission shall proceed with the final disposi- 
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tion of the cause in accordance with the substantive provisions and powers 
granted it under other provisions of the Act: Provided, That if upon the final 
disposition of the issues involved in such proceeding, the increases in rates, 
fares, or charges as finally determined by the Commission are less than the 
increases in rates, fares, and charges authorized by such interim order, the car- 
riers shall upon demand without further action by the Commission make refunds 
uy iny shipments on which the interim increases exceeded the maximum in- 
creases authorized in the final decision and report of the Commission.” 


[S. 1461, 83d Cong., Ist sess. ] 
AMENDMEN' 
(IN THE NATURE OF A SUBSTITUTE) 


Intended to be proposed by Mr. Tosry (by request) to the bill (S. 1461) to 
amend the Interstate Commerce Act, as amended, concerning requests of com 
mon carriers for increased transportation rates, viz: Strike out all after the 
enacting clause and insert in lieu thereof the following: 

That the Interstate Commerce Act, as amended, is amended by adding after 
section 15a thereof a new section reading as follows: 

“Sec. 15b. Any common carriers subject to this part, acting by regions, dis 
tricts, or other appropriate groups (or any express company or sleeping-car 
company acting individually), may file a petition with the Commission certify 
ing that they have incurred, or within the immediate future will incur, increases 
in wages, or increased costs of materials and supplies, which indicate that, 
during the twelve-month period following the filing of the petition, a general in- 
crease in rates, fares, or charges for the transportation of passengers or property 
or both, as may be set forth in the petition, is necessary to permit said carriers, 
under honest, economical, and efficient management, to earn revenues sufficient 
to enable them to provide in the public interest adequate and efficient service. 
Such petition shall include or be accompanied by an exhibit made a part thereof 
covering such twelve-month period and showing in detail, by district and 
regions or other groups as may be appropriate, and in total, estimates of ton 
miles, passenger-miles, or other appropriate traffic measurements, income ac 
count, wage and material costs, gross capital expenditures, funds available and 
funds required, investment and rates of return and other pertinent data, 
together with a full explanation of the methods of arriving at the figures pre 
sented in the said exhibit No petition shall be received for consideration under 
this section until such exhibit is filed. Within sixty days of the filing of such 
petition or amended petition, the Commission shall enter an interim order 
and findings, with or without a hearing, authorizing such increases, if any, 
as in the Commission’s opinion are necessary to permit said carriers, under 
honest, economical, and efficient management to earn revenues sufficient to 
enable them to provide adequate and efficient service. The carriers may there- 
after make such interim increases effective on not less than ten days’ notice 
to the public, notwithstanding any unexpired orders of the Commission. To 
the extent necessary to effectuate their establishment, the rates, fares, and 
charges as increased by the said tariffs or schedules may be temporarily relieved 
from the provisions of section 4 of this part. Within sixty days after the date 
of the Commission’s order authorizing or denying an interim increase, the 
increases in rates, fares, or charges requested in said petition shall be the 
subject of further investigation and the Commission shall proceed with the final 
disposition of the cause in accordance with the substantive provisions and 
powers granted it under other sections of the Act: Provided, That if, upon the 
final disposition of the issues involved in such proceeding, the increases in 
rates, fares, or charges finally authorized by the Commission are less than the 
increases in rates, fares, and charges authorized by such interim order, the 
carriers shall upon demand, subject to rules and regulations prescribed by the 
Commission, make refunds in the amount by which the interim increased rate. 
fare, or charge collected exceeds the final increased rate, fare, or charge.” 


The Cuarrman. We have some statements submitted for the record. 
Che first is a telegram from Mr. Louis A. Schwartz, general manager 
New Orleans Traffic and Transportation Bureau. 
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(The telegram referred to is as follows:) 


Re letter 23d, circumstances prevent personal appearance hearing 8S. 1461. 
While suggested legislation represents substantial modification prior bills 8. 2518 
and §, 2519, still feel that no change in present law necessary as within power 
Commission adjust its procedure to avoid timelag in granting common carriers’ 
petitions for general increases, Congress should pass no legislation that will 
prevent full and complete preexamination by Commission of facts and figures 
before authorizing increases that may seriously affect the national economy, 
Nothing wrong with present law that administration thereof by way of speeding 
up final determination on carriers’ applications would not cur 

Concrete example is procedure Commission recently adopted in connection 
petition make Mae parte 175 increases permanent, S. 1461 does reflect improve- 
ment over S. 2518 in that refunds would be automatic if interim increases 
exceeded maximum increases authorized in final decision. A provision of this 
nature absolutely necessary protect interest shipping public. Respectfully sub- 
mit foregoing for record. However, should additional hearings be held in re 
S. 1461 or amended legislation, advise date, as attendance may be then possible. 





Louris A. SCHWARTZ, 
General Manager, New Orleans Traffic and Transportation Bureau. 


The Cuarrman. We also have statements submitted by Ernest Falk, 
Northwest Horticultural Council; Harry S. Brown, chairman, Inter- 
coastal Steamship Freight Association; National Council of Farmer 
Cooperatives, Washington, D. C. Those statements will be made a 
part of the record. 

(The documents referred to are as follow:) 


STATEMENT SUBMITTED BY ERNEST FALK, Nortiwest HortricutturaL CouNcIL 


The Northwest Horticultural Council, with offices at 704 Larson Building, 
Yakima, Wash., represents growers, marketers, and shippers of deciduous fruits 
in Washington and Oregon. The council represents the growers of practically 
100 percent of ali apples and in excess of 90 percent of all other deciduous 
fruits grown commercially in the two States, totaling approximately 9,000 grow- 
ers. Between 40,000 and 50,000 cars of fresh fruit from these two States are 
annually shipped in interstate commerce. Between 75 and SO percent moves 
by rail. Therefore, we are vitally interested in and concerned with the problems 
of the railroads. 

Although we feel that existing carlot freight rates are so high they restrict 
distribution of our fruit to eastern markets and have passed the point of dimin- 
ishing returns to the railroads, nevertheless, we appreciate and are sympathetic 
with the desire of the railroads to amend the Interstate Commerce Act so that 
rate adjustments, where necessary, may be placed in effect without an unneces- 
sarily long timelag. 

We favor S. 1461 in principle, but believe that it should be modified in the 
following particulars: 

(1) Order and finding should be entered only after a hearing. 

(2) The language found on page 2, lines 13 to 16, might be construed by some 
as requiring the Commission to grant an increase in the event the railroads 
incur increases in wages or costs of materials and supplies. We feel that the 
words “if any’ should be added after the words “authorizing increases,” on 
page 2, lines 15 and 16. 

(3) We object to the word “appropriate” on page 2, line 16. 

We feel that increases should be granted only where necessary, as provided in 
line 8, on page 2. 

We suggest that lines 15, 16, and 17, on page 2, be rewritten to read as follows: 

“Order and finding after a preliminary expeditious hearing, authorizing in- 
creases, if any, which in the Commission’s opinion are necessary under honest, 
economical, and efficient management.” 

Some of our shippers have indicated a doubt as to the wisdom of the proviso 
appearing on page 3, lines 3 to 11. They feel that the time and expense entailed 
in making refunds might be disproportionate to the amount involved and, also, 
that the Commission might be reluctant to enter a final order in an amount 
lesser than an interim increase, because of the refund procedure involved. 
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We recognize that the railroads, if faced with the possibility of having to 
make refunds, might be more careful in requesting interim increases and this 
proviso could exercise a salutary effect in that manner. 

We recommend that 8S. 1461, as amended in the manner above suggested, be 
favorably reported to the Senate and enacted into law 


STATEMENT SUBMITTED BY HARRY S. BROWN, CHAIRMAN, INTERCOASTAL STEAMSHIP 
FREIGHT ASSOCIATION 


I am chairman of the Intercoastal Steamship Freight Association, with head- 
quarters at SO Broad Street, New York. The members of the association include 
all common carriers by water who have been authorized by the Interstate Com- 
merce Commission to operate between the Atlantic and Pacific coasts of the 
United States. Our position on 8S. 1461 is substantially the same as our position 
on S. 2518 concerning which I testified before this committee in April 1952. We 
are in sympathy with the purposes of this legislation and consider 8S. 1461 an 
improvement on S. 2518 in the last Congress. The improvement lies largely in 
the fact that S. 1461 does not contain the provision tor automatic exemption 
from the fourth section, which was contained in 8S. 2518. 

Although we feel that the Interstate Commerce Commission has sufficient 
power to considerably shorten the length of time normally consumed in handling 
petitions of the railroads for general rate increases as suggested by us in con 
nection with S, 2518, it now seems apparent that the desirable shortening of such 
procedure will not be accomplished without legislation. We cannot, however, 
endorse S. 1461 without qualification. 

S. 1461 authorizes and directs shortened procedure in connection with “a gen 
eral increase in rates, fares, or charges.” This expression has been used in the 
past to include “general increases” in which humerous exceptions were proposed 
by the railroads. In many instances these exceptions have included the rates 
on commodities which were the mainstay of the intercoastal trade. Since the 
intercoastal carriers are in competition with the transcontinental railroads, such 
exceptions have worked to the great injury of the intercoastal carriers. By 
making these exceptions in their proposals for “general increases,” the rail 
roads have also compelled shippers in territory not served by the intercoastal 
carriers to bear a disproportionate share of the general increases in costs in 
curred by the railroads. In effect, they have compelled such shippers to subsidize 
the competitive warfare of the railroads against water carriers. This has been 
bad enough from the point of view of the intercoastal carriers und such shippers 
in noncompetitive territory in the past, but at least such shippers and the inter 
coastal carriers have been enabled to present their views to the Interstate Com 
merce Cominission in the general increase proceedings for such consideration as 
the Commission would give them 

Our distrust of S. 1461 in this connection is all the greater because of the fact 
that the bill specifically authorizes the railroads in filing their petitions for 
“general increases” to act by regions, districts, or other appropriate groups. It 
is our belief that when any railroad has incurred an increase in costs justify 
ing its appearance before the Commission to seek compensating increases in rates, 
particularly when the Commission's hands are to be tied to the extent provided 
for in S. 1461, all traffic participated in by the petitioning railroads, whether 
under local rates or joint rates, should share equally, percentagewise, in the 
burden passed on to the shippers. The intercoastal carriers are in a precarious 
state, and it is not fair to bar them from the increases in rates to which they 
are entitled, because of their increased costs by permitting the railroads, without 
any day in court for the intercoastal carriers, to single out the major com- 
modities carried by the intercoastal carriers for a “hold-down” in rates. Nor 
is it fair to the shippers in noncompetitive territory to compel them to bear the 
entire burden of the increase in railroad costs, or a greater part of the burden 
than should equitably fall upon them. Although S. 1461 does not automatically 
nullify the provisions of section 4, it is within the realm of possibility that the 
railroads could so qualify their petitions for “general increases” by exceptions 
or otherwise as to compel the Commission to grant section 4 relief in order 
to carry out the mandate of S. 1461. We do not believe this is the intent of the 
original sponsors of the bill. 

It is true that S. 1461 calls for a preliminary investigation before permitting 
the general increases proposed by the railroads to go into effect. The language 
of the statute is such, however, that we are fearful that the railroads would 
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contend that the Commission had no authority to include in its interim order 
any requirement that the general increases to be made fall equally on all traffic 
of the petitioning railroad or railroads. Nor does the further investigation pro- 
vided for after the general increase has become effective furnish any remedy for 
intercoastal and other competitors of the railroads. As the result of that type of 
investigation, individual shippers who may have paid rates higher than those 
finally determined upon as proper might secure refunds. No remedy is provided, 
however, for the injury done to competitors of the railroads in connection with 
rates voluntarily and deliberately eliminated from, or limited in, the so-called 
general increase. 

I think S. 1461 might be divested of these objectionable possibilities if the 
reference to regions, districts, and groups were eliminated, and if the commit 
tee, in reporting out the bill, made it clear that the expression “general increase” 
was intended to include all rates participated in by the petitioning carriers, with- 
out discrimination as to commodities or localities. 

As the bill is now worded, we are fearful that it may be used to destroy water 
competition by the device of compelling noncompetitive traffic to bear the heaviest 
part of increased railroad costs until such time as the competitive transportation 
by water has been eliminated. Since the prewar intercoastal fleet of approxi 
mately 140 vessels has shrunk to less than half that number, due in part to 
destructive ratemaking by the railroads, these fears should be understandable 
to your committee. 

Since the preparation of this testimony on 8. 1461, I have seen a copy of the 
substitute S. 1461 introduced on April 29. Our objections to the original S. 1461 
also run to the substitute. Moreover, the substitute provides for relief from 
section 4, so that our objections given to your committee in the last Congress 
in conection with the proposed repeal of section 4 by S. 2754 should also be 
considered by your committee. It is true that the substitute bill relieves the 
railroads from section 4 requirements only “temporarily,” but during that tem 
porary time, pending full investigation by the Commission, the intercoastal and 
other water carriers could well lose a substantial amount of competitive traffic 
and the revenue thereon. 





STATEMENT SUBMITTED BY NATIONAL COUNCIL OF FARMERS COOPERATIVES, 
WasuHtNGtTON, D.C, 

The National Council of Farmer Cooperatives, referred to herein as the coun 
cil, is a national farm organization whose direct membership is made up of the 
farmer marketing and purchasing associations on the list following this state 
ment, marked “Appendix A.” Considering the county and local associations 
affiliated with those direct members, approximately 5,000 separate farmer busi 
ness groups are represented in the council membership, serving some 2,600,000 
farm families. 

These cooperative business organizations, in the aggregate, are large users 
of railroad freight service and other forms of for-hire and private transporta 
tion. They, and their farmer patrons, would be directly and significantly af 
fected in a monetary sense by the subject matter of S. 1461. 

The council presented testimony before your committee in opposition to S. 
2518, which was introduced in the 2d session of the 82d Congress, to provide an 
abbreviated procedure whereby increased rates could have been put into effect 
without, in our opinion, an adequate check to determine that they would 
have been reasonable and necessary. The council’s appraisal of the basic factors 
in this overall problem—a shortened procedure in general rate cases—has not 
changed, and is clearly set forth in the council’s testimony on S. 2518, presented 
by Karl D. Loos, on March 27, 1952, found at pages 1059 to 1071 of the printed 
hearings. 

The council, during the past year, has, through its transportation committee— 
the National Agricultural Cooperative Transportation Committee—given ex- 
tended consideration to the proposition of whether it can and should, with due 
regard for the interests of agricultural users of rail and other freight services, 
and in the interest of a sound national transportation system lend its support 
to legislative prescription of some shortened procedure for action by the ICC 
on petitions for increase in rates. 

Although there does not appear likely to us at this time, or in the fore 
seeable future, an economic climate or probable conditions to warrant or re 
quire the rail carriers to seek increases in freight rates, the council’s board 
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1 


of directors 


n a meeting on January 12, 1953, gave permissive authority to its 


executive officials to go along with legislative provisions for reasonably prompt 


action by the ICC on petitions for rail rate increases, provided the following 
safeguards are present in any such proposal presented : 


1. The action by the ICC on the petition shall be by an interim order (no 





itomatie going into effect without affirmative order of ICC) 

” The interim order shall be followed by a full Investigation, 

3. There shall be a requirement for refund of any amount by which the in 
terim increase may exceed the final determination. 

Although the bill, S. 1461, as introduced on March 25, 3, appears designed 

» effectuate the above requirements, it does contain several provisions which 


we believe might prove prejudicial to the proper interests of agricultural ship- 
pers and the shij ping ublic, generally Those unsatisfactory provisions are 


by the amendment in the nature of a substitute introduced on 


ely remedied 


April 29, to effectuate certain suggestions made by the Interstate Commerce 


Commission two of the more important ones are as follows: 

1. Alth it would appear to b he intent of S. 1461 that the Interstate 
Commerce Commission should not authorize any increases in rates unless the 
petition and estimates filed therewith evidence necessity therefor, the words 
“a ny” should be inserted after the word “increases” appearing as the first 
word on line 16, page 2, of the bill as introduced, to remove any doubt on this 

nt Certainly, no one should have any grounds to argue that the statute 

ructs the ICC to authorize some increases in rates even though the neces- 


vy for some increase has not been evidenced to the satisfaction of the ICC. 

”. We do not believe that the additional criteria, “maintenance of sound 
credit” and “attraction of equity capital’ for determining the necessity for in- 
creases in rates should be added to the section prescribing the rule of ratemaking. 
Section 15a (2) of the Interstate Commerce Act presently sets forth the rule of 
ratemaking. SS. 1461 is offered to add section 15b to provide, it appears, certain 
procedural standards to guide the ICC in acting on petitions for increases. We 
believe it would lend to confusion to add new and additional substantive standards 
n the section to guide the ICC in acting on such petitions If the new section is 
to be added, it should confine itself to procedure only, and not amend the rule 
f ratemaking as now set out in section Lda, 

In section 15a, the ICC is required, in prescribing just and reasonable rates, to 
give due consideration, among other factors, to the railroads’ need of revenues 
or an adequate and efficient transportation service. This certainly would re- 
quire the ICC to give consideration, among other things, to the railroads’ need for 
revenue sufficient to maintain sound credit and to attract equity capital. 

Che council’s transportation committee has given careful consideration to the 
railroad’s expressed desire for the rule of ratemaking to be changed so as to 

icall 





specifically include these two criteria It is the unanimous recommendation of 
the council’s transportation committee that there be no change in this respect in 
section 15a or in any new section which may be added to section 15, as 15b or 15e. 
We would have no objection, however, at an appropriate time, for language to be 
added to the declaration of the National Transportation Policy of the Interstate 
Commerce Act to include as a part of that policy that Congress may permit the 
maintenance of carrier credit and the attraction of equity capital. 


SUMMARY OF COUNCIL’S POSITION 


In the light of present economic trends and the record of reasonably prompt 
action by the ICC in the last several proceedings on petitions by railroads for 
rate increases, we see no occasion at this time for Congress to prescribe a definite 
procedural time pattern to be followed by the ICC in acting on petitions of rail- 
roads for rate increases. We believe that more pressing matters in the trans- 
portation field should be given preferred consideration and action by your com- 
mittee. Illustrative of such matters is the proposal of the Interstate Commerce 
Commission, strongly supported largely by the railroad industry and the Team- 
sters Union, but opposed by us, to outlaw the leasing of trucks for periods less 
than 30 days. If your committee does conclude that some procedure should be 
prescribed at this time for action by the ICC on rate increase petitions, we believe 
that the substitute to S. 1461, introduced on April 29, 1958, to carry out certain 
suggestions of the ICC, is the most satisfactory of the proposals yet made. If 
the objective of the sponsors of S. 1461 is, as it appears, to require by law reason- 
ably prompt action on petitions for rate increases, without changing the sub- 
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stantive law affecting such action, then the amendment in the nature of a 
substitute for S. 1461 seems to accomplish the purpose without apparent impair- 


ment or prejudice to the rights of shippers, consumers, or the public, generally. 


(The list of members, referred to as appendix <A, is as follows:) 
\PPENDIX A 


NATIONAL COUNCIL OF FARMER COOPERATIVES—COUNCIL DIRECT MEMBERS BY 
DIVISIONS 


Citrus and subtropical f “ts ad § 

Calavo Growers of California, 4833 Everett Avenue, Los Angeles, Calif. 
Florida Citrus Exchange, Tampa, Fla 

Mutual Orange Distributors, Redlands, Calif 

South Lake Apopka Citrus Growers Association, Oakland, Fla 

Sunkist Growers, Inc., Box 2706, Terminal Annex, Los Angeles 54, Calif. 
Texsun Citrus Exchange, Weslaco, Tex. 

Waverly Growers Cooperative, Waverly, Fla. 


Cotton division 
American Cotton Cooperative Association, Post Office Box 332, Memphis, Tenn. 
Calcot, Ltd., Post Office Box 3217 H Street Annex, Bakersfield, Calif. 


Dairy division 

Dairymen’s League Cooperative Association, Inc., 100 Park Avenue, New York 
Lt, I. © 

Lehigh Valley Cooperative Farmers, Allentown, | 


a. 

Deciduous fruits division 

American Cranherry Exchange, 5 South 6th Street, New Bedford, Mass. 

Apple Growers Association, Hlood River, Oreg. 

California Canning Peach A\ssociation, 244 California Street, San Francisco, 
Calif 

California Fruit Exchange, Sacramento, Calif. 

Yakima County Horticultural Union, Post Office Box 1587, Yakima, Wash. 


General service division 

Cooperative G. L. F. Exchange, Inc., Ithaca, N. Y. 

Indiana Farm Bureau Cooperative Association, 47 South Pennsylvania Street, 
Indianapolis, Ind. 

Mississippi Federated Cooperatives (AAL), Jackson, Miss. 

Missouri Farmers Association, Inc., Columbia, Mo. 

Southern States Cooperative, Inc., Richmond 18, Va. 


Grain and seed division 

American Rice Growers Cooperative Association, Lake Charles, La. 

California Lima Bean Growers Association, Oxnard, Calif. 

Farmers Grain Dealers Association of Iowa, 1101 Walnut Street, Des Moines, 
Iowa 

Indiana Grain Cooperative, Indianapolis, Ind. 

Inland Empire Pea Growers Association, Oakesdale, Wash. 

Ohio Farmers Grain and Supply Association, Fostoria, Ohio 

Pendleton Grain Growers, Inc., Box 279, Pendleton, Oreg, 

Rice Growers Association of California, Post Office Box 958, Sacramento, Calif. 

Western States Bean Cooperative, 1900 15th Street, Denver, Colo. 

Livestock division 

National Live Stock Producers Association, 1389 North Clark Street, Chicago 2, 
Ill. 

Miscellaneous division 

Cooperative Cafeteros de Puerto Rico, Ponce, Puerto Rico 

Sioux Honey Association, 509 Plymouth Street, Sioux City 6, Iowa 

Miscellaneous fruits and vegetables division 

American National Foods, Inc., 11 West 42d Street, New York 36, N. Y. 

Mushroom Growers Cooperative Association, Kennett Square, Pa. 
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Nut division 

California Almond Growers Exchange, Sacramento, Calif. 

California Walnut Growers Association, 1745 East Seventh Street, Los Angeles, 
Calif 

Northwest Nut Growers Cooperative, 1601 North Columbia Road, Portland, Oreg. 

Potato division 

Hastings Potato Growers Association, Hastings, Fla 

ldaho Potato Growers, Ine., Idaho Falls, [Idaho 

Maine Potato Growers, Inc., Presque Isle, Maine 


Poultry division 

Idaho Egg Producers, Caldwell, Idaho 

Norbest Turkey Growers Association, Salt Lake City, Utah 

Oregon Exg Producers, 360 Southeast Ash Street, Portland, Oreg. 

Poultry Producers of Central California, 840 Battery Street, San Francisco, Calif. 

Poultrymens Cooperative Association of Southern California, Box 7415, Lugo 
Station, Los Angeles, Calif. 





San Diego Cooperative Poultry Association, Box 468, San Diego, Calif. . 

San Joaquin Valley Poultry Producers Association, Post Office Box 1829, Fresno, 
Calif 

Utah Poultry and Farmers Cooperative, Post Office Box 1620, Salt Lake City, 
Utah 

Washington Cooperative Farmers Association, 201 Elliott Avenue West, Seattle, , 
Wash. 

Processed fruits and vegetables division 

Berks-Lehigh Cooperative Fruit Growers Inc., Fleetwood, Pa. 

Blue Lake Packers, Inc., Salem, Oreg 

California Beet Growers Association, Ltd., Farm Bureau Building, Stockton, 
Calif 

California Prune and Apricot Growers Association, San Jose, Calif. 

Cooperative Grape Juice Processors Federation, care of Westfield Planters Co- 
operative Fruit Products, Inc., Westfield, N. Y. 

Florida Citrus Canners Cooperative, Lake Wales, Fla 

North Pacific Canners and Packers, Inc., 412 Builders Exchange Building, Port- 
land, Oreg 

Sun-Maid Raisin Growers of California, Fresno, Calif. 

Tri-Valley Packing Association, 64 Pine Street, San Francisco, Calif. 

rurlock Cooperative Growers, Modesto, Calif 

Willamette Cherry Growers, Inc., Post Office Box 288, Salem, Oreg. 

Wine Growers Guild, Post Office Box 519, Lodi, Calif. 

Knouse Foods Cooperative, Ine., Peach Glen, Pa. 

Purchasing division 

Associated Cooperatives, Inc., Sheffield, Ala. 

Centrala Farmers Co-Op., Inc., Selma, Ala. 

Consumers Cooperative Association, Post Office Box 2359, Kansas City 42, Mo. 

Eastern States Farmers’ Exchange, Inc., West Springfield, Mass. 

Farm Bureau Cooperative Association, 245 North High Street, Columbus 16, Ohio 

Farm Bureau Services, Ine., 221 North Cedar Stret, Lansing 4, Mich. 

Farmers Cooperative Exhange, Inc., Raleigh, N. C. 

Fruit Growers Supply Co., Box 2706 Terminal Annex, Los Angeles, Calif, 

Louisiana Agricultural Cooperative, Inc., Baton Rouge, La. 

Minesota Farm Bureau Service Co., St. Paul, Minn. 

Northwest Wholesale, Inc., Wenatchee, Wash. 

Pacific Supply Cooperative, Box 1004, Walla Walla, Wash. 

Pennsylvania Farm Bureau Cooperative Association, Inc., Harrisburg, Pa. 

United Cooperatives, Inc., Alliance, Ohio 

State councils division 

Agricultural Conference Board of Virginia, 1644 North Ninth Street, Richmond, 
Va. 

Agricultural Cooperative Council of Oregon, 205 Snell Hall, Oregon State College, 
Corvallis, Oreg. 

Agricultural Council of California, 1400 10th Street, Sacramento 14, Calif. 

Colorado Cooperative Council, Inc., 2800 South Broadway, Englewood, Colo. 

Delaware Council of Farmer Cooperatives, Rural Delivery 2, Elkton, Md. f 
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Farmers Cooperative Council of North Carolina, box H-1, Greensboro, N. C. 

Fiorida Council of Farmer Cooperatives, care of State College of Agriculture, 
Gainesville, Fla. 

Georgia Cooperative Council, Agricultural Extension Building, Athens, Ga. 

Idaho Cooperative Council, State Capitol Building, Boise, Idaho 

Iowa Institute of Cooperation, Hotel Sheldon-Munn, Ames, Lowa 

Kansas Cooperative Council, 523 Garlinghouse Building, Topeka, Kans. 

Louisiana Council of Farmer Cooperatives, University Station, Baton Rouge, La. 

Maine Cooperative Council, College of Agriculture, Orono, Maine 

Michigan Association of Farmer Cooperatives, 221 North Cedar Street, Lansing, 
Mich. 

Mississippi Council of Farmer Cooperatives (AAL), Jackson, Miss 

Nebraska Cooperative Council, 3275 Holdredge Street, Lincoln 3, Nebr 

New York State Council of Farmer Cooperatives, Inc., Warren Flall, Cornell, 
University, Ithaca, N. Y. 

Ohio Council of Farmer Cooperatives, rooms 309-11, Brunson Building, 145 North 
High Street, Columbus 16, Ohio 

Oklahoma Agricultural Cooperative Council, care of Oklahoma A. and M. College, 
Stillwater, Okla. 

South Dakota Association of Cooperatives, Post Office Box 66, Huron, S. Dak. 

Tennessee Council of Farmer Cooperatives, Post Office Box 1071, Knoxville 7, 
Tenn. 

Texas Federation of Cooperatives, 307 Nash Building, Austin, Tex 

Utah Council of Farmer Cooperatives, care of Utah State Agricultural College, 
Logan, Utah 

Washington State Council of Farmer Cooperative, 5110 Arcade Building, Seattle 
1, Wash. 

Wisconsin Council of Agriculture Cooperative, S14 Tenney Building, Madison, 
Wis. 

Wyoming Cooperative Council, 712 South 12th Street, Laramie, Wyo. 


Tobacco division 

Tennessee Burley Tobacco Growers Association, Post Office Box 290, Greeneville, 
Tenn, 

Wool division 

American Angora Rabbit Breeders Cooperative, Palmer Lake, Colo. 

National Wool Marketing Corporation, 281 Summer Street, Boston, Mass 

Pacific Wool Growers, 734 Northwest 14th Avenue, Portland, Oreg. 


Associate members 
Pennsylvania Association of Farmer Cooperatives, Box 23, Harrisburg, Pa 


Vermont Cooperative Council, 73 Main Street, Montpelier, Vt 


The CuatrMan. We have a letter from the chairman of the Inter 
state Commerce Commission. That will be made a part of the record 
at this point. 

(The letter referred to is as follows:) 


Aprit 28, 1953. 
Hon. CHARLES W. Torey, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D.C. 


My DeAR CHAIRMAN Tosey: Your letter of March 26, 1953, addressed to the 
Chairman of the Commission, and requesting comments on S. 1461, introduced by 
Senator Johnson of Colorado (for himself, Senator Bricker, and Senator Cape- 
hart), to amend the Interstate Commerce Act, as amended, concerning requests 
of common carriers for increased transportation rates, has been referred to the 
entire Commission for consideration, and I am authorized to submit the following 
comments : 

This bill is limited to common earriers subject to part I of the Interstate 
Commerce Act, 

This bill is very similar to that suggested by the National Industrial Traffie 
League as a substitute for S. 2518, which was considered by your committee 
last year. The league proposal appears on page 1087 of the printed hearings. 

S. 1461 proposes to add a new section 15¢ after section 15b. Since there is at 
present no section 15b in the act, the bill should state that a new section 15b is 
to be added after section 15a. 
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Such legislation as this bill contemplates would be efficacious, if at all, only 
during periods of price inflation when the carriers may be confronted with sudden 
and starp increases in wages and costs It would have no value in normal times 
or in periods of economic stability If it be assumed that such waves of inflation 
as followed the late war are unlikely to recur in the foreseeable future, or may 








be controlled, if they should have a tendency to recur, there is no justification, 
from our standpoint, for the proposed legislatiot If another spiral of inflation 
should set in t is possible that Congress would desire to puss meaures to keep 


it under restraint, in which event legislation of this kind might operate at 
cross-purposes with the control measures 
The Commission is thoroughly aware of the allegations that have been made 
vith reference to procedural delays in such general rate proceedings. Some of 
these allegations have been in the nature of constructive criticism which has 
caused us to survey our procedure with a view to eliminating all unnecessary 
time-consuming practices, not only on our part but as promoted by parties of 
interest to whom “delays” may be singularly advantageous. We are giving, 
and shall continue to give, further and concentrated attention to this matter with 
a view to formulating rules of practice which will still allow justice to be done 
under the statutory law and the prevailing concepts and precedents in the general 
field of administrative law 
| 


Che wording of the bill, as introduced, raises several questions. 

The bill provides that carriers subject to part I of the act may file a petition 
whenever, due to present or imminent increases in wages or costs of materials 
and supplies, a general increase is necessary to permit said carriers, under 
honest, economical, and efficient management, to earn revenues sufficient to 


enable them to provide, in the interest of the Nation and the general public, 
adequate and eflicient service, establish and maintain sound credit and attract 
equity capital; thereupon, the Commission shall within 60 days after the filing of 
such petition enter an interim order and findings, with or without a hearing, 
authorizing increases which in the Commission's opinion are appropriate or 
necessary under honest, economic, and efficient management to provide revenues 
suflicient to enable the carriers to provide adequate and efficient service, main- 
tain sound credit and attract equity capital. 

Although the carriers’ petition is to seek an increase “necessary” to accom- 
plish the stated objectives, the Commission is required to authorize increases 
which in its opinion are “appropriate” or “necessary” for those purposes. Does 
this mean that the Commission could hold the interim increases down to what 
is deemed an “appropriate” level, although higher increases might be considered 
“necessary” to accomplish the stated objectives, or are the two words “appro- 
priate” and “necessary” intended to mean the same thing? 

It should also be noted that the increases sought by the carriers are to be 
sufficient to, among other things, “establish and maintain sound credit,’ while 
those authorized by the Commission are to be sufficient to “maintain sound 
credit.” The first seems to accept the carriers’ arguments that they are not 
now enjoying sound credit and would permit them to seek increases which 
would establish sound credit, while the second seems to presuppose that the 
carriers are enjoying sound credit and the increases authorized are to be suffi 
cient to maintain it. If it is accepted that the carriers are not now enjoying 
sound eredit and are unable to attract equity capital, then, under the wording 
of the bill, a small increase in wages or materials could be used as a basis for 
seeking greatly increased rates to achieve these objectives, so far as doing this 
through the interim increases is concerned. It would seem much more prefer- 
able to have the increases sought, and to be authorized, confined to an amount 
suflicient to cover the increases in wages or materials or “to enable the carriers 
to provide adequate and efficient service.” 

Although the interim increases may result in violation of outstanding orders 
of the Commisison, the bill does not provide for such a contingency. Similarly, 
no provision is made in the bill for temporary relief from the provisions.of sec- 
tion 4 in connection with the interim increases. If a bill along these lines is to be 
enacted, it would appear highly desirable to cover these points specifically 
therein 

So far as the interim increases are concerned, it would probably be impossible 
for the Commission to give all interested parties a complete hearing during 
the time allowed in the bill, and we would, in all likelihood, have time only 
to hear the carriers’ side of the story. When it comes to the final increases, the 
bill states: 








AMENDMENT TO INTERSTATE COMMERCE AC1 1] 


“Within 60 days thereafter, the increases in rates, fares, or charges requested 
in said petition shall be the subject of further investigation and the Commis 
sion shall proceed with the final disposition of the cause in accordance with the 
substantive provisions and powers granted it under other provisions of the 
act.” 

It is not clear whether this means within 60 days after the interim order is 
entered or within 60 days after the rates become effective, but probably the 
former is intended 

Although in connection with the interim increases, the Commission is to 
authorize increases sufficient to maintain sound credit, etc., the final increases 
would be determined in accordance with the substantive provisions in other 
sections of the act. It is very possible that the interim increases which we would 
be required to authorize usi! i 


e the criteria set forth in the bill would be higher 
than those we could authorize as final increases under the other sections of the 
act, particularly section 15a (a), which properly requires that we give consid 
eration “to the effect of rates on the movement of traffic.” It would undoubtedly 
be very difficult to work under two sets of standards, particularly when there 
are such great differences in the standards. 

The proviso at the end of the bill would allow payment of refunds upon deman 
to the shippers where the interim increases exceed those finally authorized. This 
could easily open the door for all kinds of discrimination 

Those supporting this bill have had a great deal to say about the so-called 
“time lag” in obtaining increases in freight rates Efforts have been made to 
illustrate this “time lag” by pointing to the proceedings in advance rate cases: 
kx parte Nos. 148, 162, 166, 168, and 175. The chronology of petitions by the 
rail carriers and the disposition by the Commission is summarized in a table 
at page 48 in the annual report of the Commission for 1952, as follows: 





Postiar general freight rate inerease proceedings 


A pproxi Increase allow 
mate percent 
Docket, ymount of 5 : 4 ; Date rates 
Ex parte | Application |"increase | ate sil “mh 
number sist sought oe oe m creased Cement 
percent Net Tbe 
uge vive 
oa . {May 13, 1946 June 20, 1946 July 1, 1946 6.5 6.5 
148-162 Apr. 15, 1946 24.0 Oct. 25,1946 | Dec. 5,19463, Jan. 1, 1947 10.4 17.6 
July 3, 1947 20.6 | Sept. 19,1947 Oct 6, 19474 Oct. 13, 1947 8.9 | 28. 1 
166 Sept. 5, 19477 33.1 | Dee. 20,1947 | De 29, 19475) Jar 5, 1948 7.6 37.8 
a Der 3, 19477 35.8 Apr. 13,1948 May 6, 1948 3. ¢ 42.8 
| July 27, 1948 Aug. 21, 1948 1.0 44.2 
Oc 948 vom a sie 
ais ieee” sateen 19 2 |}Dec. 10,1948 | Dec, 29, 19482) Jan, 11, 1949 5.2 51.7 
| May 21, 1949 Aug 2, 1949 Sept 1, 1949 3.7 57.3 
175 fJan. 16,1951 5.9 Mar 1, 1951 Mar. 12, 1951 Apr 4, 1951 2.4 61.1 
— UMar. 28, 19517 14.8 July 13,1951 Aug 2, 1951 Aug. 28, 1951 4.0 67.6 
175 Oct. 19, 1951° Feb. 29, 1952 Apr. 11, 1952 M 2, 1952 6.8 78.9 
Hearing and argument concluded 
2 Interim. 
3 Final. 
4 First interim. 
5 Second interim, 
6 Third interim 
7 Amended application 
8 Application for reconsideration 
* Except on grain and its products, and flaxseed, which became effective May 17, 1952 
Summary of increases sought and allowed 
Sought Allowed 
Percent Percent 
Ex parte 162 24 17.6 
Ex parte 166 35. 8 22.6 
Ex parte 168 12.8 I 
Ex parte 175 14.8 13.8 


_ 
or 
J 
to 
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Since the first petition was filed after the close of hostilities in World War II, 
there have been, in all, 11 increases All of them were made as indicated in 
the above table, and within a period of 6 years from the date of the first petition, 
That is to say, that for a period of 6 years there was an average of about 2 
general increases per annum. The first one of these, which became effective 
July 1, 1946, was an ad interim general increase There were on October 6, 
1947, December 29, 1947, April 13, 1948, December 20, 1948, and Mareh 12, 1951, 
ncreases Which were also ad interim 

S. 1461 would appropriately be designated as a proposed amendment which 
would authorize ad interim increases of railway freight rates. At the hearings 
on S. 2518, which were held by your committee during the S2d Congress, the 
supporters of S. 2518 appeared not to want so much an interim increase as an 
instanter or an immediate increase The witness for the National Industrial 
rrattic League at pages 1084 to 1091, inclusive, in the hearings before this com 
mittee on S, 2518, made clear the impracticability of the instanter authorization 
and recommended for your consideration that an interval of time intervene be 
tween the filing of the petition by the carriers and the determination of the 


itter, so far as ad interim increases are concerned 


This bill, S. 1461, follows the recommendations then made on behalf of the 
National Industrial Traffic League After careful consideration, the Commis 
sion recommends against the enactment of legislation such as it contemplated 
in S. 1461 if you should believe that a bill relating to this subject should be 


reported, we recommend as a substitute the attached 
Respectfully submitted 
J. HAvEN ALLDREDGE, Chairman 


Revisep Drarr or 8S. 1461 


4 BILL JT end the Interstate Commerce Act is amended, concerning requests of 
common carriers for increased transportation rates 
Be t enacted bu the Senate and House of Representatives of the United States 


of America in Congress assembled, That the Interstate Commerce Act, as 
amended, is amended by adding after section 15a thereof a new section reading 
is follows 
“Sec, 15b. Any common carriers subject to this part, acting by regions, dis 
tricts, or other appropriate groups (or any express company or sleeping-car 
company acting individually), may file a petition with the Commission certifying 
that they have ineurred, or within the immediate future will incur, increases 
in Wages, or increased costs of materials and supplies, which indicate that, dur 
ing the twelve-month period following the filing of the petition, a general in- 
rease in rates, fares, or charges for the transportation of passengers or prop- 
erty or both, as may be set forth in the petition, is necessary to permit said 
arriers, under honest, economical, and efficient management, to earn revenues 
sufficient to enable them to provide in the public interest adequate and efficient 
service, Such petition shall include or be accompanied by an exhibit made a 
part thereof, covering such twelve-month period and showing in detail, by dis 
tricts and regions or other groups as may be appropriate, and in total, esti 
inates of ton-miles, passenger-miles, or other appropriate traffic measurements, 
necome account, wage and material costs, gross capital expenditures, funds 
vailable and funds required, investment and rates of return and other pertinent 
data, together with a full explanation of the methods of arriving at the figures 
presented in the said exhibit. No petition shall be received for consideration 
nder this section until such exhibit is filed. Within sixty days of the filing of 
uch petition or amended petition, the Commission shall enter an interim order 
ind tindings, with or without a hearing, authorizing such increases, if any, as 
n the Commission’s opinion are necessary to permit said carriers, under honest, 
economical, and efficient management to earn revenues sufficient to enable them 
o provide adequate and efficient service. The carriers may thereafter make 
such interim increases effective on not less than ten days’ notice to the public, 
notwithstanding any unexpired orders of the Commission. To the extent neces- 
sary to effectuate their establishment, the rates, fares, and charges as increased 
yy the said tariffs or schedules may be temporarily relieved from the provisions 
of section 4 of this part. Within sixty days after the date of the Commis- 
sion’s order authorizing or denying an interim increase, the increases in rates, 
fares, or charges requested in said petition shall be the subject of further in- 
estigation and the Commission shall proceed with the final disposition of the 
i1use in accordance with the substantive provisions and powers granted it 
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under other sections of the Act: Provided, That if, upon the final disposition 
of the issues involved in such proceeding, the increases in rates, fares, or charges 
finally authorized by the Commission are less than the increases in rates, fares, 
and charges authorized by such interim order, the carrier shall upon demand, 
subject to rules and regulations prescribed by the Commission, make refunds 
in the amount by which the interim increased rate, fare, or charge collected 
exceeds the final increased rate. fare, or charge 

The Cuatrman. Mr. Leonard, please. Mr. Leonard, you are the 
first witness. It is a pleasure to have you with us. 

Mr. Leonarp. It is nice to be here, Senator. 

The CHarrmMan,. Proceed in your own way. 


STATEMENT OF W. N. LEONARD, PRESIDENT, FEDERATION FOR 
RAILWAY PROGRESS 


Mr. Lronarp. My name is William N. Leonard. I am head of the 
department of economics and commerce at the Pennsylvania State 
College. I appear today, however, as president of the Federation for 
Railway Progress, with offices in the Railway Progress Building in 
Washington, to testify briefly on S. 1461, popularly known as the 
Time-Lag bill. 

The Federation for Railway Progress was established in 1947 as 
a national association representing not only carrier management but 
also railroad employees, investors in railway securities, shippers, 
manufacturers of railway equipment and the general public. I ap- 
pear here today, then, not as a representative of railroad management 
so much as a representative of the 12,000 members of our organiza- 
tion who either own, use or are vitally dependent upon the railroads. 

The members of the federation are concerned that the railroads con- 
tinue to make progress, that they retain the strength befitting their 
role as the backbone of the Nation’s transportation system. In 
essence, this means the railroads must have the earning power neces- 
sary to provide the public with efficient service at all times, must be 
able to attract capital to the enterprise. In short, they must enjoy the 
confidence of investors in their secur ities, 

A key to the earning power of railroads, as of any industry, is the 
relationship between costs and price. This bill, S. 1461, properly 
recognizes that relationship—I am talking about the original bill here; 
it recognizes that in a period of rapidly rising prices such as we have 
experienced since the end of World War IT, delays in adjusting rates 
to appropriate levels after increases in costs of labor and materials 
have unduly retarded railroad earnings. It has put the industry in 
the position of a man who ups his wife’s house allowance be fore he 
gets the raise in pay. 

The original bill also recognizes that a free economy such as ours 
cannot remain free by espousing the rigidities of a controlled economy. 
Gentlemen, is it appropriate to decontrol prices and housing, take the 
Federal Government out of power and other industries, and still leave 
the railroads in an ancient straitjacket? The Federation for Rail- 
way Progress does not thinks so. The railroads are, of course, public- 
service companies and subject to regulation in the public interest. 
But the public interest should not countenance a ratemaking pro- 
cedure which puts a bit and bridle on the “iron horse” and prevents him 
from moving forward and earning his fair share of revenues. We 
believe that this bill, S. 1461, is in the national interest, that it will not 
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only assist in overcoming the excessive time lag between increases 1n 
costs and increases in th e pric e of transportation, but recognizes that 
ome of the benefits of a free economy should be within the reach of 


the railroad industry. The work of this com imittee and the sponsor- 
ship of this bill by several of its distinguished members are a hearten- 
ing indication of the national concern for strengthening and enlarg 
ing individual liberty. 

As the committee knows, regulation of railroads was undertaken 
when they bad il practic ‘al monopoly on transportation in the country 
and after the revelation of many abusive practh es, One powel atter 
another over rates was given to the Interstate Commerce Commission 
as the need to eliminate discrimination, st dden changes in rates, 
exce ve charges, and other harmful practices became evident. But 
the railroads have seen their monopoly positic n give way as motor 


carriers, pipelines, airlines, and waterways have come forward. As 
far back as 1920, Congress recognized the hew com petitive role in 
which the railroads have found themselves by auth LloOrizing, even en 
couraging, consolidation of railways. Railroads are also today more 
conscious of the need to attract and hold customers through progres 
sive service and competitive pricing. But Congress has not returned 
any initiative in rate matters to the carriers. Competition, which 
tod iy 1S very keen among carriers, has hot been recognized as a regu 
lator. Instead, the comprehensive and cumbersome ratemaking ma 
chinery adopted 10 and 50 years ago is still in force. 

This time-lag bill is a first step, although a small one, to permitting 
the railroads some freedom in rate matters. It is a small step because 
it limits the action of carrier managements seeking increases in rates 
to conditions where the companies have experienced, or will exper- 
ence, increases in the costs of labor, materials, or supplies. It still 
retains the many powers of the Commission over rates, thus protect- 
ing the interests of shippers and other users that might possibly be 
infringed upon—though the railroads are no more anxious to alienate 
their customers than any other service industry. The Commission’s 
authority is at all times evident in this ratemaking bill. For instance, 
within 60 days after the filing of the petition for increased rates or 
fares, the Commission is directed to enter an interim finding with 
respect to the increase sought. Secondly, the Commission, after due 
hearings of all interested parties, can make a final determination of 
the issues. Third, where the payment by a shipper under the interim 
order exceeds his liability under the final decision, the excess will be 
refunded. Surely, no one can urge that this bill undermines the Com- 
mission’s authority in rate matters. It leaves the Commission as the 
arbiter of just and reasonable rates, but streamlines the ratemaking 
process at a time when slow and cumbersome procedures work against 
the national interest in a sound and healthy railroad system. F inally, 
it endows carrier management with a slight initiative in rate increases 
when compelled by advanci ‘Ing costs to move their own prices upward. 

The Senators are aware of the postwar record in the matter of rate 
increases for railroads. In the four general rate cases brought before 
the Interstate Commerce Commission since World War II, the time 
between the application for increased rates and the final decision to- 
taled in the 4 cases 260 days, 347 days, 331 days, and 469 days, re- 
spectively. Interim orders by the Commission have to some extent 
reduced the damage to railroad earnings which have resulted from the 
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long wait for determination of their charges. However, such interim 
increases have been generally inadequate. They seem to have come 
as a recognition on the Commission’s part of the merits of the rail- 
roads’ case and of the tremendous amount of time consumed in hear- 
ings prior to a final determination of the issues. However, the results 
of Commission orders can be summed up in the expression, “too little 
and too late.” 

The Senators know that the total amount of increases from the 4 
major ex parte proceedings represent a cumulative increase of 67 per- 
cent over prewar levels. Actus ally, the revenue oF ton-mile of railroad 
freight is on ly 40 percent higher than it w: efore World War II. 
During this same period, as compared with na base years 1935-39, 
railroad labor costs on a straight-time hourly basis have increased 140 
percent, and railroad fuel, materials, and supplies have increased 125 
percent. The railroads have, therefore, found it impossible to obtain 
increases in their rates corresponding with the degree which their 
costs have risen. Their earnings have lagged behind those of other 
industries during the postwar boom. A large part of their inability to 
enjoy the fruits of prosperous times and prepare themselves both for 
a business recession or for the extra demands that will be made upon 
them during an all-out war, has resulted from the costly time lag 
intervening between the time they applied for increased rates and the 
effective date of authorized increases in their charges. Gentlemen, it 
seems incredible to me that we should permit an essential industry 
such as this to be penalized by the delays attendant upon cumbersome 
and outdated ratemaking machinery. That is why we support the bill 
before this committee. 

The CuatrMan. You say, “I have had the privilege of reading.” “TI 
have had the opportunity of reading” wok | be more appropriate ; 
would it not? 

Mr. Leonarp. Yes, sir. I will be glad to accept your substitute. 

I have had the opportunity of reading the substitute measure pro- 
posed by the Interstate Commerce Commission and feel that it is 
entirely unsatisfactory to take care of the time-lag element in rate- 
making. In the first place, this substitute provision would require 
the railroads at the stine they apply for rate increases to file a com- 
prehensive exhibit which would include—and I quote from the substi- 
tute bill— 

Estimates of ton-miles, passenger-miles, or other appropriate traffic measure- 

ments, income account, wage and material costs, gross capital expenditures, 
funds available and funds required, investment and rates of return, and other 
pertinent data, together with a full explanation of the methods for arriving at 
the figures shown in the exhibit. 
To accumulate this array of data would require considerable time 
expended on research by the petitioning carriers. It would in effect 
create a time lag between the point at which rate increases become 
necessary and the time in which a petition could be received for con- 
sideration by the Commission. 

Senator ScuorrreL. If the witness doesn’t object to being inter- 
rupted, I would like to ask him a question there. As a matter of fact, 
you find that the railroad’s bookkeeping and analysis department has, 
generally, some certain type of calculated figure that can be given, 
though, don’t you? 
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Mr. Leonarp. Yes, sir. They have the figures and they report 
many figures monthly to the Interstate Commerce Commission. 

Senator ScHoEerren. So, then, therefore, it wouldn’t be just a loss of 
time and effort, would it? It isn’t an undue burden on them, is it! 

Mr. Leonarp. They would have to look into the future and make 
estimates of business conditions, of traffic levels, of revenues, as well as 
to estimate the costs. This would be a forward looking set of exhibits 
which they would have to introduce. It would not be a set of his 
torical figures such as the *y regularly accumulate. 

Senator Burner. As a matter of fact, the Commission has most of 
this data? 

Mr. Lronarp. Yes, with respect to railroad oper: ations and costs. 

The Cuamman. The Bible admonishes to avoid vain repetitions. 

Mr. Lronarp. Secondly, the substitute bill, although it authorizes 
the Commission, within 60 days after the ap yplic ation is filed, to enter 
an interim order providing an increase, gives the Commission the 
right to deny the application in its entirety. Thus, it—the Commis- 
slon—may comp yletley deny the claim of the carriers to higher prices 
in the face ot higher costs and move the carriers still further tow: ard 
lower earnings and bankrupte y. Third, the criteria upon which the 
Commission mn Ly base its interim order and final decision are what the 
railroads under honest, economical and efficient management require 
and | quote— 


to earn revenues sufficient to enable them to provide adequate and efficient service 


Gentlemen, this means a starvation diet for the railroads and their 
owners. Why do I say this’ In a letter to this committee dated 
April 9, 1952, and reported in the hearings on the previous time lag 
bill, S. 2518, Commissioner Aitchison stated that time lags in acting 
on railroad rate increases had not injured the railroads because they 
could postpone maintenance during the period intervening bet ween 
an application for rate increases and the final determination. Gen 
tlemen, 1 do not think it is in the public interest that the railroads be 
required to postpone maintenance operations because our rate-making 
machienry is slow. I do not think it is healthy for the industry on 
for our economy to lay off men while Commissioners deliberate. 1 do 
not believe, and I am sure the public does not believe that necessary 
mal ntenance and desirable Improvements should be put off because 
of the stingy attitude or the creaking procedural machinery of 
Government Commission. 

The welfare of the railroad industry and of the Nation are better 
served in the original bill—S. 1461. This bill states that the carriers 
should be permitted to earn revenues which will enable them 
to provide, in the interest of the Nation and the general public, adequate and 
efficient service, establish and maintain sound credit and attract equity capital. 
Surely no industry can remain healthy without accomplishing these 
objectives. We favor neither the postponement of maintenance nor 
the postponement of decisions on rate m: aking. We believe the rail- 
roads must carry forward a high level of public service, Which can only 
be accomplished under rate levels that are related to advanc ing costs 
and determined with a minimum of delay after the application is 
filed. ‘There should be no more time lag in considering the national 
interest in a healthy railroad system. 
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The Cuatrman, Mr. Bricker, any questions?) Senator Butler? Mr. 
Schoeppel? Thank you for your kindness. 

Mr. Lronarp. Thank you, gentlemen, 

The Cuatrman. Our next witness is Mr. Franklin. You may pro- 
ceed in your own way. 


STATEMENT OF WALTER S. FRANKLIN, PRESIDENT, THE 
PENNSYLVANIA RAILROAD CO. 


Mr. Franxuin. My name is Walter 8. Franklin, and I am president 
of the Pennsylvania Railroad Co. 

I am appearing here today on behalf of my own railroad and of 
the railroad industry to urge adoption of S. 1461 which is now before 
your committee for consideration. This bill is concerned with a very 
serious problem which has confronted the railroad industry particu- 
larly since the close of World War II and which threatens its ability 
to furnish the transportation essential to the national defense and 
the growing economy of this country. That problem is the serious 
time lag which has regularly occurred between increases in the rail- 
roads’ cost of doing business and the effective date of the required 
adjustment of rates charged for railroad transportation service. 

My personal familiarity with the traffic and revenue needs of the 
railroad industry has extended over a good many years. From 1933 
to 1948 I was vice president in charge of traffic of the Pennsylvania 
Railroad. A significant part of my duties in that position was to 
study and supervise the policy of my company with respect to rates 
and revenues. Thus I was continually concerned with the formula- 
tion of rate policies and took a personal part in many of the proceed- 
ings before the Interstate Commerce Commission involving necessary 
rate increases required to maintain adequate revenues for my own 
company and for the industry as a whole. In the years since 1948, 
during which I have served as executive vice president and then as 
president of the Pennsylvania Railroad, I have necessarily kept in 
‘lose touch with these same matters, and have also testified in general 
revenue cases before the Commission. Therefore, what I shall offer 
today to this committee by way of testimony in support of S. 1461 
will be founded largely upon my own personal experience over the 
last two decades. 

The CuatrmMan. I would think that would constitute expert testi- 
mony, wouldn’t you say / 

Mr. Frankuin. We hope it may. 

Before I discuss the basie provisions of S. 1461, and summarize the 
significant factors which make its adoption imperative, I would like 
to refer briefly to the previous consideration which your committee 
has given to proposals for reducing the time lag between cost increases 
and rate relief for the railroads. In the last session of the previous 
Congress there was introduced in the Senate a bill designated as 
S. 2518. This was one of a considerable number of bills which were 
introduced in that session as a result of an investigation into the entire 
field of domestic land and water transportation which had been con- 
ducted in previous years by a subcommittee of this committee. The 
record of the hearings which you held on all of these bills, between 
March 3 and April 9, 1952, covers a total of 1,712 pages. The portion 
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of that record dealing with S. 2518 alone occupies about 314 pages. 

This will indicate something of the importance which all interested 

parties attach to this prob lem of the time lag and proposals for its 

—_— and of the extensive consideration whic h your committee has 
eady given to this vital subject. 

I wa privileged to appear before your committee in support of 

2518, 82d Congress, as originally introduced. It would serve no 
iseful purpose to burden the record here with a repetition of the tes- 
timony wv hich was pre sented to youl committee at that time. How- 
ever, since the present S. 1461 and the former 8. 2518 have a common 
purpose in the problem which they are designed to meet, I would like 
to summarize briefly the position which the railroads took in the prior 
nearings. 

S. 2518 provided that the railroads could certify to the Interstate 
Commerce Commission the amount of rate increases needed to compen- 
sate for increases in costs, and that the rate increases so presented 
would become effective within not less than 30 days. Although the 
Commission would have been without power to suspend the increases 
so certified, it would have retained its full power in accordance with 
existing procedures to institute an investigation to determine whether 
such new rates are in excess of what the carriers actually require. If 
the final dec ision of the Commission reduced the amount of the in- 


crease, it was contemplated that shippers could obtain refunds under 
the existing reparations provisions of 7 act. We felt then, and we 
still feel, that the prince iple embodied in S. 2518 was a sound and 
necessary solution to the very serious aia lem of eliminating the so- 

‘alled timelag. Nevertheless, and for reasons which I will explain 


more fully, we are prepared at this time to support the substantially 
different provisions of S. 1461 

In the hearings last year I reviewed in considerable detail the 
handling by the Commission of the four general freight-rate-increase 
pro weedings which the railroads have initiated since World War IT, 
and I pointed out the principal conclusions which had been urged upon 
the Commission in those cases. It would undoubtedly be helpful to 
the committee in this hearing to have the most important features of 
these cases reviewed at this point. For this purpose, I have prepared 
for presentation to the committee a statement which shows the impor- 
tant dates in these four postwar proceedings, together with the per- 
centage increases requested and granted. 

The Cuarman. The statement will be inserted in the record at this 
point. 
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(The statement referred to is as follows:) 


Dates railroads sought general freight-rate increases and dates granted, also 
percentage increases and elapsed time, 1946-53 


Approx ADI x 
‘ Elay 
Rat vatitinn Aad oad I> on ads Effective ane ast 
tale CUSt el mm aute ou l IT i ncre ‘ 
t salt ‘ 
r pre 0 i 
usT 
{ t 
I ent Percent Da 
Ex parte 162 Apr. 15,194 fJune 20, 1946 t July 1, 194¢ Hh 
der 1O4e J 1, 1947 4 
Ex parte 166 July 194 0. ¢ a 
Amended ept 104 1 |) 4 i ‘1 
. > Oct 6, 1947 5 Oct 1947 - 
Interim increase Sept. 9.194 10.0 |f" : , : rh 27 
{ Dec 9 1947 17.2 Jan 48 1 6 
Amended Dew 3, 194 5.8 ) Al l 4s ‘ 4; May 6, 19484 * 132 
uly 27, 1948 22. ¢ Aug. 2 454 37 
Ex parte 168 Oct 1, 1948 7.8 
Interim increase Oct. 12, 1948 > 8! Dee. 20.1948 9| Jan. 11.1949 7e 
Amended lo 12.8} Aug. 2, 1949 11 | Sept. 1, 1949 204 
Ex parte 175 Jar 16, 1951 >) f 
L 1 \ > 195] ) Dr ) 
Interim increase_| Jan. 19, 1951 p |g Mar. 12, 195) 4,8) ADE. 8 obs 2 
Amended Mar. 28, 1951 1.8 Aug 2 \ 28, 1951 127 
Reconsideration Oct. 19,1951 Apr. 11, 1952 13.8 Ma 2 1952 6 380 
of March 28 
1951, petitior 
1 Interim increase only 
2 No inerease granted in 65 days befor filing amended petition 
Oral motion at beginni: f hearing Sept. 9, 1947, on amended petitio ) ept. 5, 1947 
‘ Interim increase approximating final increase granted 
Inadequat ncrease ubstar uly t in percentage request« I ( tat g petition for reco lera 
tion Effective date for grain and grain products was Sept. 12, 1951 
Phi —- ys elapsed time is from Mar, 25,1951, when the increase of 14.8 percent was first requested. 
The d time from the reconsideration pe on date is 175 days, Effective date for grain and grait 


svationts was May 17, 1952 


Mr. Frankuin. Gentlemen, you may like at this point to refer to 
the exhibit which is attached, which is the last page of this statement. 
Perhaps you might even want to tear that off and have it before you 
as I review that statement briefly, so that you may understand Just 
what we have tried to bring out to the committee in a brief way. 

You will observe that the first column indicates the case designations 
and the type of petition presented by the railroads—either as an orig- 
inal or an amended petition. In the second column, there are set forth 
the several dates upon which these petitions were submitted. The 
statement shows in the third column the approximate percentage 
increase requested in each petition over the rate levels fixed in the last 
previous proceeding. In the fourth cclumn the statement lists the 
dates upon which the Commission issued decisions allowing either 
interim or final rate increases. The fifth column shows the approxi 
rate increase over rate levels fixed in the previous case which were 
granted by the Commission in the interim and final decisions. 

The sixth column of the statement shows the effective dates upon 
which the increases allowed by the Commission became effective. In 
the final column of the statement we show in days the elapsed time 
from the latest railroad petition to the date of the various Commission 
decisions. 

Taking each of the four ex parte rate proceedings individually, the 
extent of the time |: ag during which the railroads awaited relief after 
filing their last amended petition until the final decision in each pro- 
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ceeding may be summarized as follows: Ex parte 162, 234 days; Ex 
parte 166, 23 7 days; Ex parte 168, 294 davs: Ex parte 17! », DSO clays. 
The aver: age of these several periods of elapsed time is 286 days or 
about 914 months. I wish to emphasize that the periods me tioned 
run only ‘from the latest amended petition submitted by the railroads 
in each proceeding until the date of the final decision. If there is 
ia the period from the initiation of each proceeding, until the 
effective date of the final increase in rates allowed in that proceeding, 
the time involved would be substantially longer and in one case would 
amount to well over 400 days. 

In this connection, you will observe from this statement that the 
Commission issued one or more decisions in these various proceedings 
before the time at which they handed down a final decision. ‘These 
decisions ap srehed so-called interim increases, but the significance 
of those increases is merely that the railroads did not have to wait 
during the pendency of the entire proceeding for the entire amount 
of the final relief which was ultimate ly approved, However, it will 
be noted that these increases were in most instances substantially less 
than the amount requested and that the railroads were forced to wait 
for a very substantial portion of the final relief authorized. 

Thus, in £'a parte 162, it was finally determined that the railroads 
should be authorized to increase rates approximately 17.6 percent 
above previous levels. However, the interim increase granted in that 
case more than 2 months after the final filing of the original petition, 
and more than 6 months before the effective date of the final increase, 
permitted rate increases of only about 6.5 percent. It will be noted 
from the statement that the railroads were thus forced to wait for 
nearly half, and in certain instances, for more than half of the relief 
which the Commission ultimate ly agreed was justified. 

It is imposible from a mere consideration of el: apsed days and per 
centages for this committee to gain a full realization of the very seri- 
ous practical consequences which resulted for the railroad industry. 
It is not by any means an exaggeration to say that the handling 
of the four general rate-increase cases during the postwar period had 
financial results for the carriers of disastrous proportions. If the 
class T railroads had received in each case, within 60 days of the time 
a petition or an amended petition was filed, the amount of increase 
ultimately allowed by the Commission as a result of those requests, 
they would have gained additional gross revenue during the years 
1946 to 1952, inclusive, of substantially more than $1 billion. 

Senator Pasrorr. Is it possible, considering the nature of the peti- 
tions that are filed for increases and rates, to determine the issue in 
60 days? 

Mr. Frankurn. We think it is, Senator, for this reason: First, the 
Commission 1s fairly alive and aware by the current reports that are 
received just what the conditions of the railroads are from time to 
time. 

Then in a very condensed and definite way we show, when these 
general rate cases are put in, not only what the situation is of that 
date, but we also show by estimated figures what we believe the busi- 
ness will be for the next 12 months. 

The Commission has actually said, in looking over those estimates, 
that they were good; they have paid the railroads, on several different 


oceasions, compliments as to what those estimates have shown; in 
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other words, they have come very close to what have been the actual 
figures. 

Senator Pastore. Then is it fair for me to assume, according to 
the answer that you have given, the trouble has been administrative 
and not legislative? 

Mr. Franxuin. We think it is largely administrative. But, actu- 
ally, from the experience we have had, unless this act is changed, the 
Commission will not change its procedure. We have been over it again 
and again. 

Senator, as I will point out in a minute, this is something we have 
tried to emphasize to the Commission in these cases. We have told 
them over and over again we were losing tremendous sums of money 
because of the delay. 

Senator Pasrore. The reason I ask the question, Mr. Franklin, is 
because I am concerned about the fact that the we should be in- 
creased without the issue being determined first by the agency of 
Government that has that responsibility. 

Mr. FrankKuin. You see, Senator, under this new bill as proposed 
that has been changed from S. 2518, so that now the Commission 
will have the opportunity to review this. What we propose is that 
they shall find within 60 days, based on what we have determined, 
whether we are right in our estimates. 

Senator Pastore. Let me get this correctly, because that is the 
suggestion I was going to make. In other words, this bill has now 
been amended to the effect that the Commission itself will have extraor- 
dinary power to make an emergency decision within 60 days, based 
upon certain certifications made by the railroads to them? 

Mr. Frankurn. That is right. It has to make it. 

Senator Pasrore. In other words, it isn’t going to be an automatic 
thing; they will have the power to either allow or deny? 

Mr. Franxurn. That is right. Originally, as I said a moment ago 
in the testimony, there was an attempt to make this an arbitrary action, 
but that is not true in this bill. Does that clear it up? 

Senator Pastore. That clears me up completely. 

Mr. Franxkurn. Even for an industry of the size and revenue volume 
of the railroads, such a sum obviously means the difference between 
a precarious near solvency and reasonable economic strength. On my 
own railroad we have estimated, on the same basis as I have just 
explained, that there was a gross loss of well over $100 million during 
the same period. Had such funds been at our disposal, our company 
would not still be awaiting the opportunity to complete many of the 
desirable capital improvement and modernization programs which we 
know will enable us to provide more efficient service for our customers 
and a better return for our investors. 

In connection with the proceeding in Fa parte 175, 1 testified before 
the Commission at hearings held in February 1951 or within about 1 
month after the original petition was filed. I called attention to the 
fact that each day that passed without increased rates to compensate 
for the higher costs then imposed upon the railroads would constitute 
a serious drain upon their financial resources. At that time the in- 
crease we were seeking was approximately sufficient to cover increases 
in the cost of materials and supplies and increases in wage rates which 
the railroads had already experienced. In that connection I said to 
the Commission that— 








22 AMENDMENT TO INTERSTATE COMMERCE ACT 


_ 


the granting of the present petition in full would cover only the increased costs as 
we know them now—it would provide nothing for higher wages retroactive to 
October 1, 1950, neither will it provide anything toward the additional wage 
demands now confronting us from practically all other groups of employees. 

[ went on to state the following: 

There is a very substantial factor which the Commission should take into 
consideration in deciding eases of this nature. That is the effect of the inevitable 
timelag between the date upon which the increased expenses become effective 
and the date on which increases in rates can be expected to offset the increase in 
expenses. The normal procedure in the business world is to make price increases 
effective at the same time as cost increases. This practice would naturally be 
followed in the railroad industry were it not for the fact that rate increases 
cannot be effective without going through the processes prescribed by law. The 
fact that we are unable to obtain this money because of the legal procedures is 
a fact to which the Commission should give substantial consideration in any 
case in which it is determining the reasonableness of proposed increases in rates, 

I have emphasized the testimony which I submitted to the Com- 
mission in Le parte 175 during F ebru: wy 1951, in order to show that 
we have been fully aware of the serious financial importance of secur- 
ing prompt rate relief in periods of rapidly rising prices and wages; 
and also to show that the seriousness of this problem has been force- 
fully brought to the attention of the Commission. 

In that case the railroads amended their petition on March 28, 1951, 
to request rate increases approximating 14.8 percent, and it was dem- 
onstrated to the Commission that the railroads’ cost for materials and 
supplies and for wages had increased by virtually $1 billion on an 
annual basis since the final decision in the previous rate increase 
proceeding. In spite of this evidence, the Commission on August 2, 
1951, granted the eastern railroads less than half the increase which 
they had requested and even smaller adjustments for the railroads in 
the other territories. 

As pointed out in my testimony last year in support of S. 2518, 
this totally inadequate measure of rate relief was such a serious 
matter that the railroads petitioned the Commission in October 1951 
for a reconsideration of the decision it had made approximately 2 
months —— ‘r. Hearings were not set on this petition until the 
middle of January 1952, or after an interval of nearly 3 months. The 
settee of testimony was completed by the end of February 
1952, and the Commission finally on April 11, 1952, adjusted the 
increases previously allowed under /' parte 175 to an average of about 
13.8 percent, or very nearly what the railroads had sought in their 
amended petition over 1 year earlier. 

But there was one serious defect in this last decision of the Com 
mission—a defect that has continued to deprive the railroads of the 
full measure of relief to which the facts clearly demonstrated that 
we were entitled. By its decision of April 11, 1952, the Commission 
concluded that the entire increase authorized in Fx parte 175 should 
not become an integral part of the rate structure but should be stated 
as additional charges or surcharges which will automatically expire 
on February 28, 1954, unless sooner extended or revised by further 
Commission action. I would like to state there, if I may, that that 
is the only temporary rate increase we can find that any industry was 
given during this period. In other words, all other industries that 
have come before the OPS or other governmental bodies for increases 
have been given those increases on what is a permanent basis; whereas 
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in this particular instance, in spite of the fact that the Commission has 
absolute control over the rates, they gave it on a temporary basis, 
which obviously makes it exceedingly difficult for the railroads to 
go forward with financial plans where you have as an important part 
of your rate structure 13.8 percent given to you on a temporary 
basis. 

Senator Pasrorr. We couldn’t do anything here to change that. 

Mr. Franxurn. You couldn't. But I am only explaining it to you 
to show you exactly what we have been up against in not only ‘the 
delay but the action of the Commission. I want to make it quite 
clear to you what that is. 

Under these circumstances, the practical consequence is that the 
railroads have temporary increases which will serve to meet partially 
the current costs of doing business but which are of no value whatever 
to us in our long-range plans for improving our properties and serv- 
ices. I shall have occasion to refer to this situation again at a later 
point in my testimony. 

As I have already stated, I personally participated in these im- 
portant general rate increase proceedings as well as in the determina- 
tion of the revenue needs of my company and of the industry. I 
would like to emphasize as strongly as I can that these rate proposals 
are initiated by the railroads only after very careful thought and 
study has been given both to the extent of cost increases which the 

railroads have to meet and to the current level and antic ipated future 
trends of railroad freight traffic. Before proposing an increase of 
substantial proportions in the prices which we must charge our 
customers, railroad traffic men are influenced not only by the cold 
statistical facts showing costs, revenues, and traffic but also by the 
quite natural reluctance which every businessman feels in advancing 
lis prices in a market which is basically competitive. In other words, 
railroad officers are no less reluctant than the Interstate Commerce 
Commission obviously is, to give shippers by railroad the bad news 
that rates will have to be advanced to cover the incre: ised costs of the 
service. Thus, in each of the rate-increase cases since World War II, 
the increase requested by the railroads was extremely conservative 
and in certain instances has come to appear muc h too conservative. 

As a matter of fact, since 1950 the increases on the Pennsylvania 
Railroad have been greater by approximately $6 million a year than 
the increases in the prices for freight, passenger, and other increases 
we have been able to obtain. In other words, we did not ask for 
eonugh in these increases to actually offset the increases in wages and 
cost of materials that we have encountered. 

It was on the basis of these experiences which the railroads have 
had, extending over practically the entire period from 1946 onward, 
that we came to the conclusion that relief along the lines of S. 2518 
in the last Congress was imperative. In order to emphasize our think- 
ing in that regard I would like to summarize the conclusions which 
I have drawn from close contact with the ve ry practical problem of 
adjusting railroad rates in a period of r apidly rising prices. The two 
important conclusions which appear inevitable are as follows: 

First, there was the fact that the interim increases granted by the 
Commission after preliminary hearings on a railroad rate petition 
have been both slow in becoming effective and wholly inadequate in 
amount. The statement which I have presented here today shows that 
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the time interval between the petition and the first interim increase 
in the four general rate increase proceedings varied from a minimum 
of 2 months to as much as 8 months. With regard to the amount of 
interim relief granted, the Commission has generally held the ratio 
to much less than half of the amount requested. Thus, in Lax parte 162 
we requested general rate increases averaging about 24 percent while 
the interim increase averaged about 6.5 percent; 1 Ka parte 166 the 
request before the Commission at the time when the original interim 
increase was allowed totaled about 33.1 percent, whereas the first 
interim relief granted was only about 8.9 percent; in Fa parte 168 
the total nerease requested was approximately 12.8 percent and ~ 
interim relief was 5.2 percent ; and in Au parte 175 the original 1 
quest sought rate increases averaging 5.9 percent while the intacion 
increase allowed averaged approximately 2.4 percent. I emphasize 
these facts to show that the serious difficulties under which the rail 
roads were laboring during these proceedings consisted of a twofold 
deficiency: (1) In the amount of relief granted and (2) in the time 
within which relief was obtained. 

My second conclusion, based upon my close association with the 
numerous rate adjustments which have been required in the last several] 
years, Is related to the first conclusion which I have just expressed. 
It is that, in a period of rapidly rising costs, the railroads not only 
face delay and inadequacy of rehef during the course of each separate 
rate proonadiog before the Commission: they suffer also from the 


further fact that one rate increase petition is hardiy disposed of on 
a final basis until another proceeding is already needed. In other 


words, the railroads throughout oe entire period have found 
themselves seriously and continually behind the times, as their rates 
and revenues have continued to lag behind current cost levels. This 
important factor, which still confronts us, is clearly evidenced by the 
basically precarious position in which the railroads have found 
thems we Sih pect the pas t7 vears. 

Asane Xap rle, the cost to ‘the public of railroad freight transporta 
tion has been steadily declining in relation to the cost of other goods 
and services. Thus, a statement published in January of this year by 
the Commission’s Bureau of Transport Economics and Statistics 
shows that the ratio of railroad freight revenues to the wholesale 
value of commodities transported by rail was 8.48 percent in 1939 
but had declined to 5.51 percent in the year 1950 which was the latest 
figure published in that computation. 

The Association of American Railroads made a similar computation 
for March 1953, which shows that the ratio had been increased only 
to 5.9 percent. This demonstrates that the railroads have been shar 
ing to a much lesser degree in the general upward trend of prices, 
and that the customers of the railroads have gained rather than lost 
in the relative level of the transportation costs which they pay even 
after a series of very necessary increases in railroad freight rates. 
In fact, it indicates that railroad freight service has been and still is 
relatively cheaper than it was in the prewar years. I think it might 
be interesting to you gentlemen to tell you this. It has been intimated 
that the inflationary ‘period i is over. I want to say between March 1 
and April 30 our prices have increased on a basis of over $1 million 
a year. So the inflationary period is not over from the railroad point 
of view. 
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Senator Bricker. What is the major portion of that increase ? 

Mr. Frankuin. It is iron and steel, cement and rope. Almost every- 
thing we use in large quantities has moved up. Only a very few 
commodities have moved down, and those have amounted to very, 
very little. So we are about $1 million worse off in the prices we 
will pay in 1953 as compared to whe ‘re we were on March 1 

These trends have had their inevitable effect upon the general 
financial and credit position of the railroad industry. Thus the rate 
of return earned by the railroads on their net investment fell to a 
ostwar low of 2.75 percent in 1946, recovered to only 3.76 percent 
in 1951, and to 4.16 percent in 1952. These are totally inadequate and 
dangerously low levels when viewed in the light of the tremendous 
task which the railroads must perform and must be prepared to per- 
form in the interests of the pub lic and the national defense. Our best 
estimates for the year 1953 are that the rate of return for the year 
at present rate levels will decline to about 3.72 percent or even below 
the figure at which it stood 2 years ago. 

Another significant indication of the long-range effect of these 
delays and inadequacies in general rate adjustments is found in the 
rapid depletion of the net working capital of the Nation's railroads. 
Excluding materials and supplies, the difference between current 
assets and current liabilities of the railroads showed a so-called net 
working capital of $1,659 million at the end of the year 1945. It is 
true that this was an unusually high level for railroad net working 
capital, and that it resulted from the inescapable deferment of capital 
improvements and maintenance during the years of World War II. 
Nevertheless, it should have been used primarily for the purpose of 
rebuilding the railroad plant to what it would have been if the material 
and labor shortage during active hostilities had not occurred; instead 

large part of it was whittled away as a direct consequence of the 
events which IL have described. 

This net working capital of $1,659,000,000 experienced a steady 
decline during the period of price inflation following World W ar IT. 
By August 31, 1948, when the final rate increases had just been ob- 
tained in the second postwar proceeding, the net working capital had 
decreased to $789 million, or a decline of $870 million from the end of 
1945. On December 31, 1951 , the net working capital of class I rail- 
roads stood at about $531 million, and by the end of the year 1952 had 
recovered to only about $679 million, or virtually $1 billion below the 
level at the end of World War II. 

Expressed in another manner, in terms of the ratio of cash and tem- 
porary cash investments to current liabilities, “there has been not only 
a substantial but a progressive deterioration,” to use the words of the 
Commission’s latest decision in Ex Parte 175. The railroads are, and 
the public generally should be, fully aware of the implication of these 
facts. Noone can properly take exception to the opinion expressed by 
the Commission when it said in that decision, “We regard the declines 
in the ratios referred to as most serious.’ 

In view of these facts, it may come as a surprise that the railroads 
have been able since World War II to undertake a vast program for 
strengthening and improving their services. Gross capital expendi- 
tures ‘during ‘the period 1946 to 1949 exceeded $4 billion. The advent 
of Korean hostilities necessitated a continuation and expansion of this 
program with the result that gross capital expenditures exceeded $1 
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billion in 1950, $1.4 billion in 1951, and $1.3 billion in 1952. Since 
the plans already initiated have not been completed, it is estimated 
that over $1.2 billion of gross capital expenditures will be required 
during the year 1953. 

Because of the unfavorable credit position of the railroads generally, 
the vast majority of these improvements which have been financed 
through funds obtained by borrowings have consisted of equipment 
purchases. ‘The proce dures developed for financing equipment acquisi- 
tions has made it feasible to secure funds for this purpose at favorable 
interest rates during much of the postwar period. However, recent 
developments have indicated that this situation is not likely to con- 
tinue indefinitely. As a result, both of a general increase in the cost 
of money and of the large past volume of railroad-equipment financ- 
ing, these interest rates have lately been on the increa m 

The Cuairman. | would point to the recent issue at 514 percent. 

Mr. Frankxuin. I may say for the Pennsylvania our capital im- 
provements in the last 5 vears have been approximately $702 million. 
We used cash on that « ‘apiti al improvement to the extent of $314 million. 
So we had to finance $388 million. That cost us about 2.75 percent. 
So we were very fortunate in gett ing that accomplished. 

Today, as you have indicated, it is well over 3 percent, and some of 
it would run as high as 314, which is a very high rate for equipment 
financing. 

The balance of these huge capital expenditures has to be made 
up primarily from retained earnings. Since all of those improvements 
were essential, and since much more along the same line remains to 
be clone, it is inevitable that the return to the investor in railroad equity 
securities has had to be held at abnormally low levels. This is shown 
by the fact that the ratio of railroad dividend payments to net in- 
come was only 41 percent in 1952, and averaged about 47 percent over 
the entire postwar period, 1946-52, inclusive. In other words, it is 
in reality the railroad stockholders who have had to sacrifice more 
than half of their earnings in order to provide the Nation with an 
eflicient and up-to-date rail-transportation system. The extent to 
which they have done this is clearly demonstrated by the fact that, 
during the past 7 years of unparalleled prosperity for the American 
economy as a whole, the dividends paid by the railroads represented a 
return of only 2 percent on the equity of the shareholders. This is a 
situation which is most unfortunate because it has the further effect of 
withholding from the railroads any immediate prospect of attracting 
equity capital. 

The Cuairman. Can I ask if there is anyone in the audience from 
the Interstate Commerce Commission ¢ 


STATEMENT OF WALTER J. MYSKOWSKI, EXAMINER, BUREAU OF 
FORMAL CASES, INTERSTATE COMMERCE COMMISSION 


Mr. Myskxowskt. I am here as an observer. 

The Cuarrman. Are you taking notes on this? Kindly underscore 
this, will you, please ? 

Mr. Myskowsk1. Yes, sir. 

Mr. Fran kuin. A serious consequence to the railroads, of having to 
undertake vast capital expenditures at a time when revenues were 
lagging seriously behind costs, was that the railroads had to curtail 
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both desirable and necessary maintenance programs in order to main- 

tain financial stability during recurring spirals of inflation each one of 
which it was hoped at the time would be short-lived. This situation is 
an extremely serious one for the long-range stability of the carriers 
and the long-range public interest in the adequacy and efficiency of 
our services. The railroads, unlike most other businesses, devote a 
very large portion of their annual expenses to maintenance. This 
makes it superficially plausible to say that the railroads can always 
adjust their expenses without harmful results by simply reducing their 
maintenance activities when they are confronted with delays in secur- 
ing rate ndieten nts. However, the fact that maintenance work bulks 
so large in a railroad’s total expenses of doing business demonstrates 
that deferment of such expenditures simply cannot be required over 
long periods of months and even years. 

Some idea of the accumulated results to the industry of these en- 
forced deferments of necessary maintenance and capital work can be 
gained from studies which have been conducted during a number of 
postwar years by the Commission’s Bureau of Valuation. Those 
studies show that during the years 1942 to 1947, inclusive, the ac- 
cumulated postponements in the performance of necessary work of 
this character had resulted in an estimated future liability of the rail- 
roads for such expenditures amounting to about $450 million. 

That was the situation 2 years after the close of the war. Subse- 
quent studies published by the Bureau of Valuation indicate that the 
railroads continued to fall further and further behind in this respect 
and that their future liabilities for necessary maintenance work was 
valued at $560 million at the end of 1948, $950 million at the end of 
1950, and $1 billion at the end of 1952. It is apparent that the rail- 
roads are facing future expenditures along these lines of such sub- 
stantial proportions that it will take a number of years at present earn- 
ing levels in order to bring these essential programs to a current basis. 

Another development of long-range significance since the Commis- 
sion’s decision in Ex parte 175, which was effective in May 1952, con- 
sists of the trend in railroad wages. Under our agreements with the 
employees, wages are tied to the cost-of-living index of the Depart- 
ment of Labor. Changes in that index resulted in railroad wage 
increases of 4 cents per hour from May 1952 to the end of that year, 
and an exactly identical decrease so far this year. However, under an 
arbitration award, which was decided on March 18, 1953, and to which 
I will refer in more detail at a later point, a general increase of 4 cents 
per hour was given to the employees and made effective retroactively 
to December 1, 1952. This has added ap proximate ‘ly $120 million 
annually to the railroad payroll costs. Entirely apart from its cost 
significance, this development gives evidence that inflationary forces 
are still present in the economy generally and in the railroad business 
particularly. 

I want to emphasize that on the Pennsylvania Railroad each point 
that index goes up means 1 cent, and each cent to us is $3 million. 
So you can get some point of view as to how rapidly these move along. 

It was in consideration of all of the factors which I have been re- 
counting that the railroads vigorously supported the bill S, 2518 in 
the last Congress. That bill, we believed, was an essential step 1 
relieving the railroads from the constantly recurring losses of revenue 
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resulting from the timelag in securing indispensable rate relief. As I 
have stated before, we still are of that opinion. Nevertheless, we find 
at this time that the bill S. 1461 which is before your committee, and 
which is almost identical with a modified version of S. 2518 supported 
during the last session by the National Industrial Traffic League, has 
basically the same objective, namely, to give the railroads some meas- 
ure of relief from costly delays in obtaining adequate rate relief. We 
regard S. 1461 as being a step in the right direction. It will permit 
the railroads to petition for revenue relief through proposed general] 
increases in rates whenever the sy face increases in wages or 1n prices 
of materials and supplies. The Commission will thereupon be re- 
quired within 60 days after the petition is filed to authorize interim 
relief. Under S. 1461 the rate proposals of the railroads will not 
become automatically effective, but the Commission will be obliged to 
grant within the prescribed period such interim relief as the Com- 
mission deems necessary or appropriate to provide the measure of 
earnings and general financial stability which the railroads must have 
in the face of any increases in costs. 

Senator Pastore. What have you to say, Mr. Franklin, about the 
argument that is made on double standards? On page 2 of 5. 1461 
that you have been talking about, there is discussion of interim grants. 
Then it provides that you shall go on to the procedure of final dis- 
position of the permanent grant. It says that shall be decided “in 
accordance with the substantive provisions and powers granted it 
under other provisions of the act.” 

Now, your interim grant on page 2 takes into account “establish 
and maintain sound credit and attract equity capital.” Is that phrase- 
ology in the other provisions of the act? 

Mr. Franxurn. I don’t think, as I understand the present act, there 
is anything in the present act which refers to the necessity for in- 
creases to obtain equity capital; no. 

Senator Pastore. That is the point I make. 

Mr. Franxuin. May I say this: First, you have pointed out that the 
increases under the interim of 60 days, it has been claimed that was 
a short time, to hold the necessary hearings and give everybody 

Senator Pastore. I don’t think you understand my question. 

Mr. Franxutn. I am coming to it. Now then, in order to take away 
any question of complaint there or misunderstanding, this bill pro- 
vides that there shall be then following that interim increase a further 
study made, and then that increase adjusted to whatever the Com- 
mission then finds necessary. 

We want the Commission at the time it does that to take into con- 
sideration the fact that the railroads are entitled, as all other private 
industry is, to make a proper return and that they should have some 
consideration given to them at the time that final determination is 
made as to whether their present rate structure really gives them the 
opportunity to make a proper earnings so as to justify and attain 
equity capital. 

Senator Pastore. Don’t you want them to use that standard when 
they make the final disposition ? ? 

Mr. Franxury. That is right. 

Senator Pastore. But that standard is not written in the present 
law ? 
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Mr. FranxK.In. It is not written in the present law, but it is in this. 

Senator Pastore. That has to do with the interim decision ? 

Mr. Franxuin. No. When it finally gets determined as to the ulti- 
mate, it becomes a part of the regular rate structure, and the perma 
nent-rate structure, and is not an interim increase; and consequently, 
when they make that determination, they should take into considera- 
tion the question of whether the railroads are really earning sufficient 
to justify and obtain equity capital. 

Senator Pastore. You think you are sufficiently covered under this? 

Mr. Franxuin. I would like to be covered additionally. But this 
is the opportunity that we have here, and we think this will be very, 
very helpful to us. That is very definite, sir. It would be even better 
if it were in other sections of the act. Have I cleared that up? 

Senator Pastorr. You haven't cleared it up for me, but apparently, 
you are clear on it and I am satisfied. 

Mr. Frankutn. There will be another witness who will come on, 
Mr. J. Carter Fort, who is a lawyer and may take it up from a little 
lifferent point of view. 

My point is that this is helpful. 

Senator Pasrorr. You realize the argument has already been made 
that there are two standards being invoked, and that might raise a 
conflict. You don’t feel there is a conflict ‘ 

Mr. Franxurn. No, sir. 

Senator Pastore. That is all I want to know. 

Mr. Frankurn. The important provision in this respect is that the 
Commission would, for the first time, if S. 1461 is adopted, be required 
to tailor this relief to the needs of the railroads for sufficient revenue 
to provide efficient service, to maintain sound credit, and to attract 
equity capital. Finally, the bill will specifically require that refunds 
shall be made upon demand if the final decision of the Commission is 
to the effect that railroad rates should be increased to a lesser amount 
than the Commission had «llowed by way of interim relief. 

The one vital thing which we believe this bill will accomplish, if 
properly administered, is to provide the railroad industry with an 
opportunity to maintain sound credit and be able to attract equity 
capital in the face of rising costs. The committee is fully aware of 
the fact that, during times of advancing costs, the business community 
has found it necessary to advance prices on a practically simultaneous 
basis with each rise in wage or material prices. This is proof of the 
economic facts of life under our American system of free private 
enterprise. Since the railroad industry is not running in an economic 
vacuum, and is equally subject to the strains of our growing industrial 
economy, there is simply no reason to delude ourselves into thinking 
that, by some unexplained magic, that industry can continue to do 
the job which the people rightly expect of it w ithout the sinews which 
that job requires. If our credit is allowed to deteriorate, and we are no 
longer to be in a position to finance with equity capital, the future of 
the railroads will be, indeed, a dark one. 

Adoption of the bill S. 1461, as a step forward in correcting a serious 
inequity and deficiency in the present procedures for hi indling gen- 
eral railroad rate increase cases, is needed right now. The railroads 
are not presently contemplating a petition for general increases in 
rates, but we now have before the Commission a petition to make 
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permanent the rates as ordered by the Commission during April of 
last year in L'a parte 175. As T have already explained, those increases 
are due to expire automatically on Fe bruary 28, 1954. Passage of S. 
1461 by the Congress, together with favorable action on this petition 
now pending before the Commission in Lx parte 175, will go a long 
way toward restoring basic stability to the financial position of the 
Nation’s railroads. 

Enactment of S. 1461 is an essential step at this time, if the long- 
range stability of the railroads is to be preserved. It is true that it 
does not meet the problem of providing generally for a fair rate of 
return, and that the provisions embodied in this bill will be used 
only in periods of rising prices and wages. But in that respect it 
should certainly be helpful. We may hope that the broad inflation 
of the last 7 years may not soon recur, but there is as yet no sound 
basis for assuming that it will not. As I pointed out last vear, our 
wages are tied to the Consumer’s Price Index through the so-called 
escalation clauses which are embodied in substantially all railroad 
labor contracts. The future is also deat in this respect by the 
fact that important railroad unions have recently requested that their 
wages be adjusted annually on the basis of alleged increases in pro- 
ductivity throughout the entire economy. This was the case which 
I have -_ uly mentioned which was the subject of an arbitration 
award in March, this year. Although the arbitrator did not clearly 
base his award on the theory of annual improvement of productivity 
factors, nevertheless, this entire matter is one which will have to be 
reckoned with in assessing the future needs of the railroads. 

In fact, and entirely apart from what the immediate future may 
bring in the way of inflationary tendencies, the present is the proper 
time at which to consider ways and means of preventing a recurrence 
of our experiences in gener: il revenue cases. No prudent man waits 
until his house is on fire before he thinks of purchasing insurance or 
of supporting the local fire department. If a new wave of inflation 
comes, it may well be connected with threatened or actual military 
events. It is at the very beginning of such a condition that the rail- 
roads should be able to act immediately and to plan for expanding 
and improving their services. The present is a much better time for 
the Congress to consider fully what the railroads need to meet those 
conditions and to be sure that those needs can be met. 

For all of the reasons which I have presented, I submit that the 
time has come for the Congress to enact S. 1461 and thereby, to stop 
the serious drain on the railroads’ revenues which results from un- 
warranted delays in bringing rate levels into line with increased 
costs. That drain has sapped the vitality of an industry which all 
augree—in Government and outside of Government—is vital to the 
national defense and to the commerce of the Nation. There is no 
justice in the present situation from the standpoint of the owners of 
railroads; there is no logic in it from the standpoint of the public 
interest. The bill now before you should be enacted without delay. 

Thank you very much, Mr. Chairman. 

The Cuatrman. You have said this is the time to do this thing—]I 
am speaking for myself—and I think it is the place to come to do it. 
In my judgn rent, you can trust the American people. Their common- 
sense can be trusted. If John Jones, all the John Joneses across the 
country, really realize the importance of this thing, and the economic 





1 hes ae REG RES g 


ener 


— 


aR A Ts 





ae aa 


OE Ch ET OG 


LN RRS 


EE FO EERIE ROH 


AMENDMENT TO INTERSTATE COMMERCE ACT 3] 
soundness of this, the importance of it to their own lives, they would 
say, “Amen”, and put it through. That is what we are going to do. 

Mr. Frankurn. I thank you. 

The CHarrmMan. Critics to the a notwithstanding. 

Senator ScHorrret. On page 16, in your prepared statement, you 
are leading up to your increased cost factor and then you make this 
significant statement, “Entirely apart from its cost significance, this 
development gives evidence that inflationary forces are still present 
in the economy, generally, and in the railroad business, partic ule rly.’ 

Then, you go on to say ‘that industry meets these increased costs by 
adding on some things. 

While it is not significant to what we are trying to do here, I am sure 
you are aware that, in the agricultural economy of this country, for 
the past 2 years, there has been a decline and a tumble, is that not 
right? 

Mr. FRankuin. I agree that prices have been going down. 

Senator ScHorrret. And the producing of the food and the prices 
for all of it is down, that is, the value of what it takes at the market 
places, going down, down, down. 

That has a distinct and definite bearing upon what the industrial 
economy of this country is going to be. Do you agree with me on 
that ? 

Mr. Frankury. I think it has a bearing. But I want to point out 
to vou, Senator, that I have already shown that, on the average, even 
including the drop in the agric ultural hig~ wr ts, the amount that we 
get out of the price average is down. So, that from our point of view, 
the freight rate in the price of the comediny is lower than it had 
been before the war. 

Senator Scuorpret, I will agree with you, and not dispute your 
figures on it. How much longer can we expect this trend to continue, 
wages going up and these decreases coming about? That doesn’t make 
sense to me. 

Mr. Franxurn. We are very much concerned with it. 

Senator ScHorrreL. Some day somebody is going to price himself 
out of the market. 

Mr. Frankxurn. No doubt about it. We have to be eareful about 
that. We are very careful. As I said to you here, if you look at the 
figures, you will find, in each one of these cases, we have not obtained 
the full cost to us of what the increased costs of materials and wages 
were, In other words, Senator, we have been able, through the money 
that we have been spending, to give a more economical performance, 
but we haven't been able to absorb all of these increases with less in- 
crease in our rates, and still get a proper return for our stockholders. 
I have tried to emphasize that. 1 don’t know whether you followed 
me on that. 

Senator SCHOEPPEL. I cid, and you did a pretty eood job of it. too. 

Mr. FRANKLIN. I want to say to you, gentlemen, that we know—I 
said this last year, too—we have places where we can spend $35 mil- 
lion or $40 million and make a 30 percent saving that we are not do- 
ing. That is absurd. We ought to be doing it. 

We have plans in Pittsburgh now—which I said the last time I 
was here—which we haven’t been able to go forward with. We are 
going forward with them, but we are not doing them fast enough. 
We are on a program that will take 2 or 3 years to complete. Why? 
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Because we don’t have the money to properly go forward with it. At 
those yards at Conway the saving will be in excess of 35 percent when 
it is completed on a $34 million improvement. 

Senator Porrer. I understand you to say that when the cost-of- 
living index goes up 1 point it costs your company $1 million’ 

Mr. Franxurn. No. For each point it goes up it raises our wages 
1 cent. One cent to the Pennsylvania R: ailroad means $3 million a 
year. 

Senator Porrer. Do most of your labor contracts have the escalator 
clause based—— 

Mr. Frankurn. All of them do. 

Senator Porrer. Is that a common practice / 

Mr. Franxuin. All the way across. That was the contract that 
was made in the White House. 

The Cuamman. Mr. Franklin, to me the issue here is a very ele- 
mentary one, recognizable and understandable by anybody with aver- 
age intelligence. Suppose | you or I were on the ICC. Why wouldn't 
it be possible for the ICC to set up certain hypothetical schedules that, 
when and if the Pennsylvania costs went up so much, autom: atically 
they would make an adjustment now. Why couldn't it be done that 
way, with a punch of the pencil ? 

Mr. Franxun. They are receiving currently sufficient information 
todothat. In other words, they could say, as I follow you, that if your 
costs go up X percentage your rates will go up X percentage. 

The Cuamman. Exactly. Let’s bring back that bill we had last 
year, to let the railroads themselves do it when their costs go up, charge 
it and not go near the ICC. Let them say, “We have increased the 
rates so much, like it or not. Unless you punch it full of holes, it will 
be in effect.” Let’s let the railroads themselves cure their own ills. 

Mr. Frankurn. As I have said here—— 

The CHarrman. Why lean on a crutch all the time, and a weak 
crutch, too. 

Mr. Frankurn. Well, of course, Senator, what we have done here 
in this bill is not as good as the S. 2518, but we think 
The Cuarrman. It is good enough that you like it? 

Mr. Franxkutn. It makes real, definite progress. 

The Cuarrman. The ICC—I am troubled by these timelags—under 
their aegis we have had these things go on for 15 or 20 years. We 
have a habit of looking for delays. We are getting sore about it, 
[ will tell you frankly. 

Mr. Franxurn. We hope that this committee may find it possible 
to act very promptly on this. Senator, this is something that the 
railroads need clear across the country. 

The CHatrMan. You watch us go. 

Mr. FrRanNKLIN. Fine. 

Senator Bricker. I am disturbed about the deferred and present 
maintenance needs. You said there was $1 billion at the end of 1952. 
In your escalator clauses, which are supposed to run both ways, as 
soon as the wage rate went down the 4 cents, then that was made up 
by a general productiv ity increase ? 

Mr. Frankuin. That 1s right. 

Senator Bricker. You got no benefit of that whatsoever? 

Mr. Franxurn. That is right. It wiped it out. 
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Senator Bricker. How long, in your estimate, if this bill passes, 
will it be before the railroads will be able to catch up with that de- 
ferred maintenance and present maintenance need of $1 billion? 

Mr. Franxurn. Of course, Senator, I don’t know that I am quali- 
fied to answer that for the country, but I can say this: It will take 
the Pennsylvania Railroad something like 4 or 5 years to do it. I 
say this to you, as an illustration: We should be putting in this year 
100,000 tons of new rail. When we got around to making our budget, 
we found that we could not do that; we couldn’t afford it. So, we 
set the amount at 65,000 tons. Actually, in my judgment, we won’t 
be able to put in more than 50,000. So, instead of gaining on our 
rail requirements, we are actually losing. That is the disappointing 
part of it. 

You say that is only put off, as some people have indicated here; 
that that is a maintenance problem. But bear this in mind, with the 
type of rail we are putting in now, the higher rail, the new-type rail, 
it not only gives a better ride and better results but it reduces the 
cost of maintenance, because it spreads the load over more ties and 
we can do the job more economically. 

Senator Bricker. And therefore affects future rates and the safety 
of the public? 

Mr. Franxury. That is right. I don’t claim the safety of the pub- 
lic is at all in danger, but it gives a better ride. We ought to be 
putting in this year 100,000 tons of rail. That is just an illustration. 

Senator Coorer. I will start out by saying that I am a new mem- 
ber of this committee. This is a new field to me, Mr. Franklin. 

It seems to me the basis of the bill is a condemnation of, first, the 
slowness of the ICC in making these decisions. Is your bill really 
directed at the timelag or is it intended to set up new standards for 
their decision ? 

Mr. Franxutn. No, sir. I think I can answer that this way. It 
is definitely directed at the timelag. But because of the fact, as I 
explained a minute ago, of not only the interim job but the review 
that we think is proper to be made, when that review is made they 
should take into consideration what the requirements of the industry 
are, and they should give consideration to the need of raising equity 

capital if this industry is going forward and be what it should be 
to protect the Nation and protect the shippers that are our customers. 

Senator Cooper. It seems to me that, if it is just due to the timelag, 
a provision like you have here of 60 days would take care of that. 
As I see it, you have these new factors in it: That it makes it manda- 
tory upon the Commission to find in accordance with your petition 
and that it adds new standards for determination. 

Mr. Franxurn. That is right, Senator. But you must bear in mind 
that. was in the bill that the National Industrial Traffic League pre- 
sented here at the last session. We have adopted that bill because 
we believe it is a bill that will have broader backing than the bill which 
we had ourselves. 

Senator Coorer. I noticed in your statement that you said the 
stockholders’ dividends were reduced to make these improvements. 
Is it your idea, with these new standards, such rates would be pro- 
vided which would correct that situation ? 

Mr. Franxuin. I think if this bill were passed as it stands the 
earnings would be somewhat improved and the stockholders could 
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look forward to a little better earnings. As I have pointed out here, 
the stockholders have not obtained even up to 50 percent of their 
earnings. That is hardly fair. 

Senator Cooper. A third question I wanted to ask is one that Sena- 
tor Pastore raised. I suppose it will be cleared up, but it did seem to 
me, as he suggested that the standards for making the interim order 
were different from those making the final order, because the interim 
order sets up the two new standards to maintain sound credit and at- 
tract equity capital, while it says the final disposition shall be in ac- 
cordance with the substantive provisions and powers granted it under 
other provisions of the act. Is that intended not to take into account 
the requirements for maintaining sound credit and attracting equity 
capital in the final disposition ¢ 

Mr. Franxurn. No, sir. If there is any question about that, I 
would strongly urge those words be added in that place. That is a 
very important point. 

Senator Monroney. On this attracting equity capital, wouldn’t 
there be another factor to work in there in addition to your inflation- 
ary impact of wages and materials, and such things as the Govern- 
ment increasing its interest rate by half of one percent, which auto- 
matically would raise the competitive levels to get that capital ? 

Mr. Franxury. It does. But here we are talking about equity 
capital. Of course, if we can get the earnings up to where we can 
show a better dividend basis on stock, we will have some hope of get- 
ting our stock up to the point where we can issue new stock. You see, 
the price of some of our stock is selling so far below the par value 
today that there is no opportunity to issue any equity stock. It can 
only be issued when the price of the stock can be put out at par value. 
We have a long way to go there. 

I don’t think that the interest rate on the Government bonds will 
affect that so much as it will in what Senator Tobey said, that it will 
affect the securities which we issue against cars, equipment trusts and 
any bonds that we may be putting out. It has already affected them 
very definitely. In other words, today we couldn’t possibly finance 
our $388 million at 2.75. 

Senator Brickrr. How long has it been since any equity capital has 
flowed into the railroads for any improvement ? 

Mr. Franxiin. There may be a few isolated instances, but I would 
say something like 15 or 20 years. I wouldn’t want to be too sure 
about that, but I don’t think much has been done since that time. 
There have been some splits of particular railroads that have been in a 
particularly fortunate position. But it has been a long while since 
any equity capital has been sold. 

Senator Bricker. You mentioned the National Industrial Traffic 
League. That is a shipper’s interest ‘ 

Mr. Frankurn. Yes, sir. 

Senator Pasrore. Mr. Franklin, how much restraint is there on 
the rate structure of the railroads because of competition? I notice 
that you didn’t develop that too much. 

Mr. Frankin. I mentioned it. But it is very definite and particu- 
larly on the commodities that move in large quantities and are he AVY - 
moving commodities on the railroad. We have not only highway 
competition but we have the waterway competition outside and other- 
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wise, in other words, from coast to coast, up rivers, and so on. We have 
to watch that all the time. 

Senator Pasrorr. Do you know of any one single item that you are 
transporting on the railroads that couldn’t be transported by some 
other media of transportation ¢ 


Mr. Franxurn. Well, I would say that to take a commodity like iron 
ore, it could be ti ahspol ed and ransported on waterways where 
waterways are availab * but in many instances waterways are not 


available and it would be exceedingly diflicult to transport it in large 


quantities on the highways. So there may be a few commodities like 
iron ore, limestone 

Senator Pasrore. How about coal ? 

Mr. Frankiin. Coal moves over the highways in pretty large quan- 
titiesnow. Westill holda large proportion of it, but still it is moving 
over the highways. 

Senator Pasrore. How about livestock ? 

Mr. Franxiin. Livestock moves over the highways very freely, but 
we still handle a substantial portion of that. 

The Cuatrman. Thank you for your kindness, Mr. Franklin. You 
saw, Mr. Franklin, who was named actress of the year? 

Mr. Franxurn. Yes, sir. 

The Cuatrwan. Our old friend. The press will not put any 
untoward connotation on that comment, 

Our next witness is Mr. Giles Morrow. 


STATEMENT OF GILES MORROW, PRESIDENT AND GENERAL 
COUNSEL, FREIGHT FORWARDERS INSTITUTE 


Mr. Morrow. Mr. Chairman and members of the committee, my 
name is Giles Morrow. I am president and general counsel of the 
= , igh { Forwarders Institute 7 ith offices in the Dupont Circle Bi ild 

1g, Washington, D. ¢ 

The Freight Forwarders Institute 1 a national organization 
composed of and representing freight forwarders subject to regula- 


tion under part IV of the Interstate Commerce Act. Part IV, as 


most ot the men be rs ot your ¢ mmmittee will rer ill. was added 


the act in 1942, and was amended in 1950 so as to clarify the status 
of freight forwarders and make clear that they are regulated as 
common carriers, MOoOrw irder regulati mn Was patt rh Ya very C osely 
ifter that found in other parts of the act, and th provisions gov- 


erning the establishm«e nt and chanogn g ot fre rit fo rwarder races are 
sub tantially the same as those apply in@ to the rates of railroads and 


other carriers 


Bill 8. 1461 dea s only with the rate f railroads ind other common 
carrie Sete i of the act. We take no position with respect 
tothe bill ine oTfar as it applies to such other carriers. 

Freight forwarders are, however, \ itally concerned with the effect 


which S. 1461, if enacted, would have on their own operations. My 
purpose is to explain what that effect would be, and to urge upon your 
committee that whatever prov ision is made for the e xpe .dited hs andling 
of general increases in rail rates be made applicable, with lke effect 
to freight forwarders. 

For completeness of the record, I should explain, first of all, that 
freight forwarders are “indirect” carriers in the sense that they utilize 
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the services and facilities of other carriers in the performance of 
their transportation undertaking. Forwarders function by assembling 
less-than-carload lots of freight and bringing them together at a 
central point where they are consolidated into carload, truckload, or 
other volume lots. Once assembled, the great volume of forwarder 
freight moves over the rail lines in earload lots, and the forwarders 
pay the railroads’ published carload rates for this service. 

Freight forwarder rates, which are published and filed with the 
Interstate Commerce Commission, are less-than-carload rates, corre- 
sponding to and generally comparable with the less-than-carload and 
less-than-truckload rates of the rail and motor carriers. The differ- 
ence between the carload or other rates and charges which forwarders 
pay to the underlying carriers, and the less-than-carload rates which 
forw arders charge their own customers, is the primary source of reve- 
nues from which freight forwarders are able to operate. 

By far the largest item of expense to freight forwarders in the 
conduct of their operations is the amount paid to underlying carriers 
which freight forwarders use. ‘To illustrate this point, I have pre- 
pared an exhibit, identified as exhibit A, showing the revenues, e@X- 
penses, and statistics of class A freight forwarders for the full year 
1951 and the first 9 months of 1952. 

The CuatrMan. Without objection, it will be made a part of the 
record, 

(The document referred to is as follows :) 


APPENDIX A 


Revenues, expenses, and statistics of class A freight forwarders, year 1951 and 
first 9 months 1952 


irst § mnths 
1951, 59 for- First 9 month 
Item ’ 1952, 61 for- 
warders 
warders 
i Ss w4 2 $27 ” 
i 1 } 4 I 
I t 177 4, 120 144, 31 11 
1 42 4.12 33, OF 474 
\W 1, S28, 37¢ O86, 637 
$. 152. 865 6, 794, 628 
) 95. 318 95, 632 
ed 255, 529, 800 205, 254, 582 
1, 745, 600 1, 329, 778 
) i revenue 80, 120, 332 68, 3( 
Operat ‘ CTLSE 74, 342, 349 61, 583, 36 
Net r t 5, 577, 195 6, 
Net come taxt 3, 394, 023 
« 41,58 449 f 621 
N t if DI 0) 6, 877 17, 500, 301 
00 ind 5 5 $3. 82 
\ inds per sh t 471 408 


Mr. Morrow. The figures are taken from statements prepared and 
released by the Interstate Commerce Commission and identified as 
statement Q-950. 

From the table it will be observed that in 1951, when the forwarders 
collected approximately $334 million for their services, they paid to 
underlying carriers for transportation purchased a sum approximate- 
ly $256 million. For the first 9 months of 1952, the latest officially 
published figures show that forwarders collected $272 million and 
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paid out to underlying carriers $205 million. In each case the amounts 
paid to underlying carriers approximated 77 percent of the gross 
revenues of the forwarders. At times in the past the percentage has 
ranged as high as 80. 

I also direct attention to the fact that the railroads received about 70 
percent of all money paid by forwarders for purchased transportation. 

The point I wish to make is that if the railroads or motor carriers, 

r both, should apply for a general increase in their rates, and under 
cae proposed to be established by bill S. 1461, such increase 
should promptly become effective, freight forwarders would expe- 
rience a sudden and very sharp increase in their cost of doing business. 
Forwarders could not withstand such an increase in costs for even a 
short period without increasing their own rates to the public. 

A simple illustration will serve to emphasize the point I have made. 
From the figures I have presented it will be observed that in 1951 
freight forwarders paid the railroads $177 million. That sum resulted 
from rail carload rates as applied to forwarder traffic. If we assume 
that during that year the railroads had increased their rates by 10 
percent, it would have added more than $17 million to the forwarders’ 
cost of doing business in 1951. For the entire year, however, the for- 
warders had a net income, after taxes, of only $3.3 million. At that 
rate the forwarding industry would, of course, have been on the rocks 
long before the end of the vear, 

The Interstate Commerce Commission has consistently recognized 
this close connection between the railroad rates and the forwarders’ 
cost of doing business. Freight forwarders have intervened as peti- 
tioners in each of the so-called Ex parte rail rate increase cases since 
the industry was regulated. In each such case the Commission has 
authorized freight forwarders to increase their rates simultaneously 
and by the same amounts authorized for the rail carriers. 

The Commission described the situation of freight forwarders in its 
report in Ex parte No. 168, decided August 2, 1949 (267 I. C. C. 9 

follows: 

For the first 9 months of 1948, the total amount paid (by forwarders) for rail 
road transportation was $108,935,943. An increase of 13 percent on that amount 
would have added $14,161,612 to the operating costs. For this period the net 
income for all class I forwarders, before income taxes, Was $6,158,113. If it had 
been necessary to absorb the increased cost of transportation, a deficit of over $3 
million would have been incurred. 

In its interim decision of March 12, 1951, in 4% parte No. 175 
(280 1.C. C. 179), the Commission said, in part : 

Because of the inherent nature of freight forwarded operations, the amount 
which they pay to common carriers for transportation purchased represents a 
very large share of the forwarders total operating expenses **. If the costs 
of transportation purchased were increased 6 percent without a corresponding 
increase in transportation revenue, the operating ratios would have been 104 
percent for 1949 and 108 percent for the first 6 months of 1950, 

In other words, the Commission, in all such cases, has recognized 
that freight forwarders must be in a position to increase their rates 
simultaneously with increases in the rail rates. If they were not 
permitted to do so the increased rail carload rates which forwarders are 
required to pay would cause forwarder expenses to exceed forwarder 
revenues. 

What I have said demonstrates conclusively, I think, that if pro- 
vision is made for the expedited establishment of general rate increases 
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Vi L correspond ng provision must bi nade for the handling 
if app tions for increases in freight forwarder rates. 

i te ied to the same effect with respect to S. 2518, in the 82d Cor 
Tres \L\ U statement appears o1 page 1250 of the printed report 
I ( ws py the senate li terstate tu a Foreion Commerce Com 
itt ‘ bills relatiy to dome eclanda (| water transportation, and 


aiso experience mcreases 1h costs oF material 


tiled tatement which J filed with specific reference to S., 
| 1132 of those hearings. Later, one of the amend- 
ent to S. Zd518, filed by Senator Kdwin (3. Johnson. uncle rtook to 
: OTH 


rere ail carriers by use of the opening phrase henever 


hy mon carriers ubject to any part of this act 


i I conminittee see { to extend the provisions of the bill to cover 
! t forwarder rates as J have reque ted, the manner in which the 
yverage is accomplished is not of particular moment. It could be done 

deseribed above, by substituting for the words “subject to this 
art” in lines 6 and 7 of the bill, the words “subject to any part of this 
ei? Lnother With would be to add a wholly new section to part 
V rresponding to propose d new section 15b. Still another alterna 


ve y muld be to Meorporate the yroposed new sec ion in part LV by 
nee. Section 406 of part IV deals with the Commission’s author 
Vv ovel forwarder rates an | practice s, and that would seem to be the 


iIppropriate p! ice to add either a new section ora prov Isilon ink orporat- 


the new sect! r) by l'¢ ferel ce, 
Now I desire to direct attention briefly to one respect in which a 


have to be made in S. 1461 to make it effective 


> char ve WO ila 
ight forwarders. On lines 1 and 2 of page 2 of the 


app! “to fre 








ll, tl following language appears, “imereases 1n Wages, or increased 
ST of materials and supplies.” This limits the classes of costs 


veh may pve taken 1) to account in iustifi ‘ation of the proposed in- 


reas hn rates, As I have already pointed out, the oreatest ifem 
; } 


rders in such cases would be increased freight 

tes of the railroad The language used by the bill would bar such 
Irom consideration 

Ire ont rorwal lers do neu suidcle hn increases in wages and they 


Is and supplies. ‘Their 


employees, generally, are members of one of the unions which repre- 
nts railroad employee ‘ But such increases do not affect forw irder 
costs to the same extent as increases of railroad rates. 

Leo lation of this nature considered during the last Congress— 
and I refer to S. 251S- included the phrass “or other expenses” and 
I strongly urge upon your committee that you a nd the bill, at 
{ ofar as you may make it applicable t » freight forwarders, so 
\ o take other operating expenses into account. My ugge tion 

oul e tl | the phrase reading, “inereas s in wages, or 1lcrea ed 
costs of materials and supplies” as it appears on lines | and 2 of page 2 
( e bill, be amended to read “increa ;in wages, costs of material 


and supplies, or other expense 


If the change I have just suggested is not made, the bill would be 


abso! tely useless as applied tO frei@ht forwarders. | should not 


ink that there could be anv objection to such a change from any 


rce, because no man can predict for the future what items of in- 


creased expense may het d to be taken into account. 


| 
i 


‘ 


I direct attention to the fact that the proposed amendment to S. 
161, filed by Chairman Tobey on April 29, 1953, has the same de- 
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ficiency that I have mentioned, in that it limits consideration to in- 
creases in wages, materials, and supplies, and does not take other 
expenses 1nto account. 

In connection with the proposed amendment, which I understand 
was filed at the request of the Interstate Commerce Commission, I 
would like to say that our committee has not as yet had full opportun- 
ity to study and analyze the revised language. I am not therefore, 
in a position to comment on the merits of the bill. However, the 
principle involved is the same, and everything I have said with respect 
to S. 1461, as introduced, would apply with equal force to the proposed 
substitute bill. 

At that point I would like to interrupt my statement to say there 
is complete unanimity among members of the forwarding industry 
as to what [ have said. However, our committee is still studying the 
effect. of this bill on the forwarding industry, and particularly the 
changes suggested by the Interstate Commerce Commission. At 
least. some of the members of the Freight Forwarders Institute at the 
present moment think there may be some additional changes in lan- 
guage necessary to make the bill workable as applied to freight for- 
warders. 

In conclusion, let me repeat that the freight-forwarding industry 
takes no position with respect to the question of whether or not S. 1461 
is a necessary and proper measure as it applies to other carriers. But 
I emphasize, with great earnestness, that the forwarders, by reason of 
the inherent nature of their operations, must be afforded the same 
measure of relief in the matter of establishment of general rate in- 
creases as may be afforded in the case of any other common carriers. 

Senator Bricker. Are there any questions 

Senator Hunr. I have one question, if I m: iy. For the record, on 
page 6, you have, “or other expenses.” Could you itemize briefly those 
other expenses ? 

Mr. Morrow. Insofar as the freight forwarders are concerned, we 
are primarily interested in having the factor of rail carload rates, 
which are a factor of our cost, considered as other expenses. As far 
as I know, that would be the only other item of expense in our case. 
The Commission considers the cost of purchased transportation an 
item of operating expense for freight forwarders. 

Senator Hunt. Thank you. 

Senator Bricker. Are there any other questions? If not, the next 
witness will be J. Carter Fort. You may proceed, Mr. Fort. 


STATEMENT OF J. CARTER FORT, VICE PRESIDENT AND GENERAL 
COUNSEL, ASSOCIATION OF AMERICAN RAILROADS 


Mr. Forr. Mr. Chairman and members of the committee, my name 
is J. Carter Fort, and I appear in support of S. 1461. I am vice presi- 
dent and general counsel of the Association of American Railroads, 
which is a ‘voluntary organization of railroads operating about 95 per- 
cent of the total mileage i in this country and having operating revenues 
of more than 95 percent of the total railroad revenues. 

In view of the comprehensive statement which was made to your 
committee this morning by Mr. Walter S. Franklin, and in view of 
the testimony of other railroad witnesses who will appear later in sup- 
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port of the bill, I shall endeavor to limit my presentation as much as 
possible in order to conserve your time. 

The other witnesses for our association who are expected to testify 
are Mr. Fred G. Gurley, president of the companies comprising the 
Atchison, Topeka & Santa Fe system, Mr. C. McD. Davis, president 
of the companies comprising the Atlantic Coast Line system, and Dr. 
Julius H. Parmelee, director of the Bureau of Railway Economics and 
vice president of our association. : 7 

In explanation of the rather extensive showing which we desire to 
make at this hearing, I should say at the outset that we regard S. 1461 
as of basic and fundamental importance. This bill, if enacted, would 
in considerable measure provide a remedy for a very serious and dan- 
gerous situation that has grown out of a defect or shortcoming in the 
existing regulatory law, as it has been applied and administered. 

I shall deal first with the insufficiency of the existing law and its 
consequences and then with the manner in which S. 1461 would amend 
the law. 

The defect in the existing law to which I have referred is its failure 
to make effective provision permitting the prompt adjustment of the 
railroad rate levels to meet rapidly increasing costs of railroad opera- 
tion. Long delays have been encountered in the efforts of the rail- 
roads to bring their rate levels in conformity with sharply rising wage 
costs and increasing costs of materials and supplies. Because of this 
defect or shortcoming in the existing law, the present system of regu- 
lation, as shown by experience, particularly during the 7 years fol- 
lowing World War II, has proved to be ineffectual, in a period of 
rapidly changing economic conditions and swiftly mounting costs, to 
secomplish the broad purposes and objectives of Congress in the field 
of transportation. 

Of outstanding importance among those broad purposes and objec- 
tives, as declared in the national transportation policy written into 
the law in 1940, are to “foster sound economic conditions in trans- 
portation * * *,” and to “promote safe, adequate, economical, and 
eflicient service * * *” in transportation all to the end of developing 
and preserving a transportation system adequate to meet the needs ot 
the commerce of the United States and of the national defense. 

Congress has recognized, to use the language of the Supreme Court 
of the United States in Teras & P. Ry. Co. v. Gulf, C.& 8. F. Ry. Co. 

270 U.S. 266, 277), “that preservation of the earning capacity and 
conservation of the financial resources” of the railroads “is a matter 
of national concern.” 

Railroad earnings during the postwar period have been wholly in- 
sufficient and, to a large extent, this has been the result of delays in 
udjustments of railroad-rate levels necessary to meet unavoidable in- 
creases in operating costs. In a very real sense, railroad regulation 
under existing law has been unable to cope with conditions which pre- 
vail during periods of inflation and which have prevailed almost con- 
tinuously throughout the postwar period. Under such conditions 
regulation has failed to accomplish one of its primary purposes. 

‘This failure is not only of concern to the railroads but is also of deep 
national concern. This is a point which need not be labored before 
your committee. It is entirely obvious that the general economy of 
the country cannot escape injury if such an important segment as the 
railroad industry is to be regulated in a way that precludes fair and 
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reasonable earnings. An adequate and efficient transportation system 
is the foundation stone of our commerce and of our national defense 
as well. Such a system cannot be provided or maintained without 
reasonable earnings. Inadequate earnings must inevitably bring about 
not only inferior transportation service but also—this is something 
that is often overlooked—in the long run, higher transportation 
charges than would otherwise be necessary. The only real hope of 
progressively better service and relatively lower rates as time goes on 
is to be found in a transportation system able to provide itself with 
eflicient plant, equipment, and facilities and able to realize fully 
opportunities for improvement in its operations. Money must be avail- 
able by means of earnings and credit if the possibilities in this connec- 
tion are to be realized. Such earnings and credit will not be available 
if railroad-rate levels are to be held down to a subnormal basis because 
of delays in needed adjustments to meet higher operating costs, or for 
any other reason. 

[ have referred to the poor financial showing of the railroad industry 
during the years following World War II. Dr. Parmelee will treat 
this subject in considerable detail when he testifies. At this time I 
merely wish to call attention to certain underlying reasons for that 
poor showing. 

Since the beginning of World War II, railroad wages, and the unit 
cost of materials and supplies which the railroads buy and use have 
risen swiftly and almost continuously. The cumulative increases have 
reached a staggering amount. As Dr. Parmelee will show, there has 
been an increase in every year since 1939 in the average rate of pay 
of railroad workers and also in the average unit prices paid by the rail- 
roads for their materials and supplies. Between 1939 and January 
1953, the average straight-time rate of pay for railroad labor increased 
by 156 percent, and the average unit price of railroad materials and 
supplies increased by 130 percent. These railroad wage increases came 
about through the operation of the procedures of the Railway Labor 
Act and generally have reflected settlements proposed by Government 
authorities. During the same period when railroad wages were in- 
creasing by 156 percent and the unit price of railroad supplies and 
materials was increasing by 130 percent, the average increase author- 
ized in freight rates was about 78.9 percent and the average ton-mile 
revenue received by the railroads increased by a considerably smaller 
percentage. 

Far the greater part of the increases in railroad operating expenses 
that have occurred since 1939 took place after 1945. Wage rates in- 
creased only 26.1 percent up until 1945, but increased, as I have already 
pointed out, 156 percent by January 1953. Similarly, the average unit 
price of railroad materials and supplies increased only 32.2 percent by 
1945, but by January 1953 they had increased 130 percent. 

The volume of railroad traflic increased sharply between 1939 and 
1945, because of wartime conditions, thus making it possible to keep 
the freight-rate level substantially unchanged during that period, ex- 
cept for a short time in 1942 and 1943, when a relatively small increase 
in rates was in effect. With the close of World War II, traffic volume 
ceased to expand and actually turned down although it remained at 
record peacetime levels. However, wage rates and the unit price for 
materials and supplies continued to climb after the end of the war— 
when traffic volume ceased to go up—and at an accelerated pace, as I 
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have shown. In April 1946, it became evident that the railroads must 
apply to the Interstate Commerce Commission for permission to make 
a general increase in their rates. Accordingly, an application for this 
purpose was filed. 

Since that time, and throughout the postwar years, the railroads 
have been before the Commission almost without interruption in their 
efforts to obtain permission to raise their rate level for the purpose of 
offsetting the progressively increased operating costs. After long 
delays, with respect to which Mr. Franklin has testified, the Com- 
mission granted a number of general rate increases from time to time 
during the postwar years. If these rate increases had not been long 
delayed and insufficient in amount, it would be difficult to explain why 
during this period the railroads earned an average return of only 3.63 
percent, although their traflic set new peacetime records and their 
operating efficiency improved in a striking manner which Dr. Parmelee 
will demonstrate. Furthermore, that was a period of great business 
activity when general prosperity prev: ailed in all industries almost 
without exception except the railroad industry. 

The railroads are unable to put into effect general increases in their 

rates to compensate for increased operating expenses without obtain- 
ing in advance the permission of the Interstate Commerce Commission, 
although there is no specific provision of the statute which so provides. 
This is true for a number of reasons. In the first place, the Commis- 
sion is empowered to suspend the operation of any increased rates 
which the railroads may seek to establish. Additionally, railroad 
rates are in general subject to outstanding orders of the Commission 
and, therefore, cannot be increased without a modification of those 
outstanding orders. Again, a general increase in rates requires addi- 
tional relief from the fourth section of the Interstate Commerce Act 
and that can be granted only by the Commission. A general rate 
increase requires also, as a practical matter, some relief from the ordi- 
nary regulations of the Commission governing the form of tariff 
public ation. 

Over the years there have grown up procedures in connection with 
applications by the railroads for permission to make general rate 
increases which result in long delays in the final decisions of the 
Commission. In every instance many months have elapsed between 
the filing of the petition by the railroads for permission to increase the 
general rate level and the final decision of the Commission. During 
recent years the Commission has entered orders permitting so-called 
interim increases prior to its final decisions and prior to the conclusion 
of the hearings, but there have been substantial delays in connection 
with the interim increases and, more important, the interim increases 
have not been in such amounts as were sufficient fully or even sub- 
stantially to offset the increase in operating costs. Ordinarily, the 
interim increases have been more in the nature of emergency increases 
designed only to afford some small measure of relief pending the 
final decisions. 

The 1946 general rate increase case will serve as an example. I 
refer to it because I was counsel in that case for the railroads. In the 
early part of April 1946, two arbitration boards made awards for 
wage increases of 16 cents per hour for many classes of railroad 
employees, retroactive to January 1, 1946. At the same time a Presi- 
dent’s Emergency Board recommended a similar increase for other 
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classes of railroad employees. It was estimated these wage increases 
would add more than $600 million to railroad expenses for 1946. In 
addition, there had been increases in the unit prices of railroad ma- 
terials and supplies which it was estimated would increase the railroad 
operating expenses for 1946 by a further amount of more than $160 
million, making a total increase in the neighborhood of S800 million. 

On April 15, 1946, within a few days after the award of the arbitra- 
tion boards and the report of the Emergency Board, the railroads 
filed a petition with the Commission seeking authority for a general 
increase in rates averaging about 24 percent. They asked to be per- 
mitted to make the increased rates effective May 15, 1946, prior to 
hearing and final disposition of the proceeding. This permission was 
denied and hearings were held. After the initial hearings, the Com- 
mission, by order of June 20, 1946, granted permission for an — 
increase in rates, averaging about 614 percent, effective July 1, 1946. 
Hearings were resumed during the summer and held at various af tn 
throughout the country. The final decision of the Commission was not 
made until December 5, 1946. At that time permission was granted 
for a general rate increase effective January 1, 1947, averaging about 
17.6 percent, including the interim increase. 

No increase was permitted in the rate level until July 1, 1946, 214 
months after the petition was filed, and at that time the increase wv hic h 
was permitted was only 61 percent. No further increase was per- 
mitted until January 1, 1947, after the final decision had been made. 
At the time the interim increase of 614 percent was granted, it was 
plain that it was not sufficient to offset more than a small part of the 
increases in operating expenses which had already taken place. This 
was as clear, I think, after the initial hearing and at the time the 
interim increase was authorized as it was at the conclusion of the final 
hearing and the entry of the final order granting a 1714-percent in- 
crease. The loss to the railroads from the long delay in the final 
decision was made up only in small part by the interim increase. 

In consequence of the delay in granting permission for an ade- 
— ite general increase in rates in the 1946 case, the financial results 
of railroad operation during that year were exceedingly poor. The 
railroads earned a return of only 2.75 percent on their depreciated 
Investment. 

did not personally participate in the other general rate increase 
cases during the postwar rs those which were filed and tried 
subsequent to the 1946 case, but Mr. Franklin has testified with re- 
spect to them and has shown that they were characterized by delays 
of the same kind as those to which I have called attention in connec 
tion with the 1946 case. 

In order to obtain a basis for appraising the cumulative effect 
of these delays during the postwar years, I requested our Bureau of 
Railway Economics to give me an estimate of the additional revenues 
which the railroads would have received if, in each of the general 
rate increase cases during that period, the rates finally approved by the 
Commission could have been made effective 30 di ays after the filing of 
the respective petitions seeking permission for increases. The esti- 
mates which were furnished to me show that as a result of the delays 
the railroads lost revenues in the 1946-52 period of about $1,400,000,- 
000. ar at is gross without making tax adjustments. I do not know 

33345—53——4 
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whether this estimate can be regarded as an accurate or close one. 
Doubtless, it involved approximations and assumptions of one kind 
and another. But that would not appear to be important for present 
purposes. If we assume any reasonable margin of error in the esti- 
mate, it remains clear that the delays have resulted in very heavy 
losses of revenue to the carriers. ; 

Senator Bricker. If that had been available it would have just 
about made up the deferred maintenance needs? 

Mr. Forr. It would have been a great help. 

Senator Monroney. That $1.400,000,000 did not represent an ac- 
tual loss in the financial statements of the railroad, did it? 

Mr. Forr. It was the difference in—— 

Senator Monroney. That was the revenue you would have gotten. 
You don’t mean for the committee to understand that that was the 
dollar loss as shown on the operating statements / 

Mr. Forr. Not a red figure in the books; no, sir. 

Senator Monroney. What was the position of the railroads in that 
vear ¢ 

Mr. Forr. In 1946—I just gave it to you—our average was 2.75 
percent. For the several postwar years, when the country has been 
on the highest level of prosperity, the railroads have earned 3.6 
percent. 

Senator Monronry. How do you figure that 3.6 percent? Is it a 
weighted average? Is the Pennsylv: inia Railroad weighted against 
the Br dericksburg Line ¢ 

Mr. Forr. It is not a simple average, if that is what you mean. It 
is the earnings for the industry as 2 whole; yes, sir. 

The situation as to the lag between increased railroad costs and 
corresponding increases in rates which I have outlined in more or 
less summary fashion, and which Mr. Franklin dealt with at greater 
length, has attracted the attention of disinterested students of trans- 
portation. Ina study by Dearing and Owen, published by the Brook- 
ings Institution in 1949, under the title, “National Tr ansportation 
Policy,’ which contains several chapters devoted to a discussion of 
rate regulation and its effect on railroad earnings, the authors state: 

Because of * * * regulatory rigidities, and the resulting lag between increas- 
ng costs and revenue, the carriers as a whole have not benefited substantially 
from the general postwar prosperity. In fact, the current financial and operating 
position of the railroads stands in striking contrast to the prosperous condition 
of other industries. The carriers are now operating at approximately their 
practical freight capacity. Yet their operating ratios and net earnings are 
reminiscent of the period when general business stagnation and low traffic 
levels afforded ample explanation for unsatisfactory financial results. 

This reversal of the historie relationship between railroad prosperity and the 
general level of business activity creates a grave problem of public policy. For 
if the cariers are not permitted to realize high earnings in the midst of general 
economic prosperity their prospects for continued solvency are poor. The record 
indicates clearly that without high earnings at the peak of the business cycle 
to compensate for inevitable losses during depression it will be impossible to 
maintain and improve the railroad plant at the rate necessary to meet intensive 
competition and to assure the standby capacity necessary for national security. 

It seems clear, then, that in the interest of preserving a financially stable, 
efficient, and progressive railroad system, some way must be found to remove 
unnecessary obstacles to prompt adjustment between carrier operating costs and 
the level of rates paid for the service. 

In the last Congress a bill (S. 2518, 82d Cong.) was introduced 
which was designed to provide a remedy for the so-called timelag 
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evil. At this point I offer a copy of that bill and ask that it be included 
in the record. 

Senator Bricker. Without objection, it will be so ordered. 

(The bill referred to is as follows :) 


[S. 2518, 82d Cong., Ist sess. ] 
4 BILL To amend the Interstate Commerce Act, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Interstate Commerce Act, as 
amended, is amended by adding after section 15a thereof a new section reading 
as follows: 

“Sec. 15b. Whenever any common carriers subject to this part, acting by 
regions, districts, or other appropriate groups (or any express company or 
sleeping-car company acting individually), shall certify to the Commission that 
they have incurred, or are about to incur, increase in wages, costs of materials, 
or other expenses, and that the best available estimates of revenues and ex 
penses (including such increases) covering the twelve-month period following 
such certification indicate that, as a result of said increases, a general increase 
in rates, fares, or charges for the transportation of passengers or property, or 
both, as set forth in said certificate, is necessary to permit said carriers, under 
honest and efficient management, to earn revenues sufficient to enable them to 
provide, in the interest of the Nation and the general public, adequate and 
efficient service, establish and maintain sound credit, attract equity capital, 
take advantage of technological developments, and advance and improve the art 
of transportation, it shall be lawful for such carriers to file a schedule or sched 
ules effecting such general increase in rates, fares, or charges for the transporta 
tion of passengers or property, or both, to take effect not less than thirty days 
after such filing, notwithstanding the existence of any unexpired orders of the 
Commission. Said schedule or schedules may be in substantially the form 
which has been generally followed in establishing general increases in rates, 
fares, and charges and may be filed without regard to the rules promulgated by 
the Commission under section 6 of this part for the ordinary publication of 
schedules. To the extent necessary to effectuate the advance, the rates, fares, 
and charges as increased by the said schedule or schedules are hereby relieved 
from the provisions of section 4 of this part. Notwithstanding the provisions of 
section 15 (7) of this part, the Commission shall have no power to suspend the 
operation of any such schedule or to defer the taking effect of the increased rates, 
fares, or charges established thereby, but any schedule or schedules filed and 
made effective in accordance with the provisions of this section shall be subject 
to investigation by the Commission upon complaint or on its own motion and to 
such action by the Commission as, after hearing, it may determine to be proper 
under other provisions of this part. If in any such investigation the Commis- 
sion, after full hearing, shall determine that any rates or charges published in 
such schedule or schedules are unjustly discriminatory or unduly preferential of 
or prejudicial to any class or classes of shippers or traffic because of exemptions 
or variations from the increase made in rates and charges generally, or shall 
determine that the rates, fares, or charges published in said schedule or schedules 
will produce revenues in excess of those necessary to enable the carriers, under 
honest and efficient management, to provide, in the interest of the Nation and 
the general public, adequate and efficient service, establish and maintain sound 
credit, attract equity capital, take advantage of technological developments, anid 
advance and improve the art of transportation, it may, by appropriate order, 
require that such schedule or schedules be modified to the extent determined 
by it to be necessary to remove such unjust discrimination or such undue pref- 
erence or prejudice, or to prevent any such excess revenues, or both.” 


Mr. Forr. It will be seen that S. 2518 had the same purpose and 
objective as the bill now before your committee—S. 1461, 83d Cong- 
but sought to attain its objective by an approach very different from 
that of the present bill. 

S. 2518, in its original form would have amended the Interstate 
Commerce Act so as to do away with the necessity for advance 
approval by the Commission of general rate increases required by 
increases in the cost of labor or the price of materials or other oper- 
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ating expenses. The bill provided that such general increases 1n 
rates could be made effective by the railroads on not less than 50 days’ 
notice without prior action by the Commission, but subject to subse 
quent review by the Commission as to the reasonableness and pro 
priety of the increased rates. This bill followed the lines suggested 
in the progress report of the Domestic Land and Water Subcommittee 
of this committee, ae ee to Senate Resolution 50, 81st Congress, 

sued on October 19, 1951. (It should be said that the progress 
report was not ap proved or disapproved by the full committee and 
represente “1, as stated in the foreword to the report, only the views of 
certain members of the subcommittee. ) 

S. 2518 was the subject of full hearings before your committee, held 

1 March and April 1952. Many witnesses appeared. The railroads 
naporied the bill in its original form and still believe that it was a 
good bill for reasons stated by their spokesmen at the time of the 
hearing. Considerable opposition to S. 2518 developed, although 
there appeared to be quite general agreement with the broad purpose 
of the bill, that is, to eliminate the timelag in the adjustment of 
riuilroad rate levels to con iport with increased oper ating costs 

The a ipal opposition seemed to be based largely on the view 
that the bill went further than necessary and that the broad purpose 
of ~ bill could be accomplished, at least in large part, by a less 
drastic measure which would not bypass the Commission, but which, 
nstead, would require the Commission to act promptly in granting 
interim increases and would, furthermore, establish standards which 
would afford assurance that the — increases would be adequate. 

This approach was advocated by the National Industrial Traffic 

‘ague, a nationwide ship ypers’ organization that represents directly 
ual indirectly hundreds of thousands of shippers. A spokesman for 
the NIT League appeared at the hearings on S. 2518 and advocated 
a substitute for that bill which followed the approach indicated above. 
This substitute was filed in the Senate and printed under date of 
April 1, 1952, as an amendment, in the nature of a substitute, to be 
offered by Senator Johnson of Colorado, by request, to S. 2518. 

I now offer a copy of that proposed substitute for S. 2515 for 
the record. 

Senator Bricker. Without objection, it will be so ordered. 

(The bill referred to follows :) 





[S. 2518, 82d Cong., 1st sess.] 
AMENDMENT 
(IN THE NATURE OF A SUBSTITUTE) 


Intended to be proposed by Mr. JoHNson of Colorado (by request) to the bill 
(S. 2518) to amend the Interstate Commerce Act, and for other purposes, viz: 
Strike out all after the enacting clause and insert in lieu thereof the following: 

That the Interstate Commerce Act, as amended, is amended by adding after 
section 15b thereof a new section reading as follows: 

“Sec. 15c. Whenever any common carriers subject to this part, acting by 
regions, districts, or other appropriate groups (Or any express company or sleep- 
ing-car company acting individually), shall file a petition with the Commission 
certifying that they have incurred, or within the immediate future will incur, 
increase in wages, or increased costs of materials and supplies, which according to 
the best available estimates of revenues and expenses (including such increases) 
covering the twelve-month period following the filing of such petition indicate that, 
as a result of said increases, a general increase in rates, fares, or charges for the 
transportation of passengers or property, or both, as set forth in said petition, is 
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iecessary to permit said carriers, under honest, economical, an 7. efficient manag 
ment, to earn revenues suflicient to enable them to provide, in the interest of the 
Nation and the general public, adequate and effi ea service, establish and main 
tain sound credit and attract equity capital, the Commission shall within thirt 


days after the filing of such petition enter an interim order and findings, with 
or without a hearing, authorizing such increases to become effective under master 
tariffs or other schedules published to become effective on not more than ten 
days’ notice to the public, as in its opinion are appropriate or cessary under 


honest, economical, and efficient management to provide revenu 


S$ sufficient to 
enable the carriers to provide adequate and eflicient service, maintain sound 
credit and attract equity capital. Within sixty days thereafter, the increases 
n rates, fares, or charges shall be the subject of further investigation and the 
Commission shall proceed with the final disposition of the cause in accordance 
with the substantive provisions and powers granted it under other provisons 
the Act: Provided, That if upon the final dispositon of the issues involved in 
such proceeding, the increases, in rates, fares, or charges as finally determined 
by the Commission are less than the increases in rates, fares, and charges author 
ized by such interim order, the carriers shall upon demand without further action 
by the Commission make refunds upon any shipments on which the interim 
increases exceeded the maximum increases authorized in the final decision and 
report of the Commission.” 

Mr. Forr. No action was taken by this committee on S. 2518 during 
the 82d Congress. However, in the 83d Congress. on March 25, 1953, 
Senator Joh nson, for himself ind Senators Bricker and Capehart, 
introduced S. 1461, the bill now before you. This bill is substan- 
tially identical with the substitute for S. 2518 which was proposed by 
the NIT League, exce pt that the period within which the Commission 
is re quired to enter its interim order was e nlarged from 30 to 60 d: ays. 

S. 1461 1s, of course, already a part of this record. It prov icle s, 1n 
short, that within 60 days after the filing of a petition by the railroad 
seeking a general increase in rates required by iner ases in wages or 
costs of materials and supplies, the C ommission shall enter an interim 
order, with or without hear Ing, authorizing Increases in rates which, 
in the Commission’s opinion, are appropriate or necessary under 
honest, economical, and efficient management to proy ide revenues suf- 
ficient to enable the railroads to provide aceq late and efficient service, 
maintain sound eredit and attract equity cap! tal. 

The bill provides that after such interim increases shall have been 
authorized by the ¢ Seenitidbaadicit and made effective, the Commission will 
| roceed with its investigation ot the veneral increases in rates pro- 
posed by the carriers until it has reached a final decision. The bill 
further provides that, if the increases authorized by the Commission 


in its final decision are less than those authorized in its interim orde 
Bi 
it 


the carriers shall, upon demand, make refunds down to the basis 
finally authorized rates upon al] shipment which mM ved 
the higher interim rates. 

1461, as I have pointed out, is not a measure which was propo ed 
by the railroads. It was proposed by the NIT League. It is a ship 
per’s bill. The bill proposed by the railroads wa ¢ 
inal form. While we do not think that S. 1461 will be as effective 
as S. 2518 would have been in dealing with the timelag problem, 

ve do think that the enactment of S. 1461 would bring about a great 
improvement in the existing situation. For that reason it has the 
upport of the railroads. 

The bill would improve the present situation in two important 
respects. In the first place, it would require the Commission to enter 
an interim order within a given time, 60 days, and, in the second place, 


S. 2518 in its or 
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it would provide standards which would make it clear that the in- 
creased rates authorized by the interim order should be adequate. As 
has been explained, the interim increases in the past have often been 
wholly insufficient to prevent the disastrous timelag between increased 
costs and corresponding increases in revenue. 

S. 1461 deals with a serious, difficult, and important problem in a 
conservative and moderate fashion. If it could have been said that 
S. 2518 (82d ig was a drastic measure, certainly this cannot be 
said of S. 1461, a bill drafted and propos ed by ship pers. S. 2518 
would have permitted certain general rate increases required to offset 
mecreases in oper: ating costs to become effective without prior ap — 
by the Interstate Commerce Commission, but this is not true of 
1461. Under that bill the Commission would retain control over 
general rate increases, even when required by increased operating 
expenses, 

Before closing, I should like to discuss briefly the letter of the Inter- 
state Commerce Commission, dated April 28, 1953, addressed to the 
chairman of your committee, in which certain comments on 8S. 1461 
were advanced and to which there was attached a draft of a substitute 
bill. 

The Commission’s letter states that such legislation as is contem- 
plated by the bill would be efficacious only during periods of infla- 
tion and that it would have no value in normal times or in periods 
of economic stability. This is only partly true. Even during so-called 
normal periods the railroads are subject to sudden and large increases 
in their operating expenses by reason of wage increases resulting from 
the procedures prescribed by the Railway Labor Act. Additionally, 
if the bill were effective only in periods of inflation, this would be no 
argument against its enactment. There can be no guaranty against 
a period of inflation in the future, and the disastrous experience of 
the railroads during the postwar inflationary period points unmis- 
takably to the wisdom of having on the statute books some law to pro- 
tect against another experience of that kind. It must be borne in mind, 
moreover, that if no occasion should ever arise calling for the appli- 
cation of S. 1461, no possible harm could be done by the enactment of 
the bill. 

The Commission says that if another spiral of inflation should 
n, Congress might wish to pass measures to keep it under restraint, 
in which event legislation of this kind might operate at cross-purposes 
with the control measures. The answer, of course, is that if Congress 
should at some future date formulate and enact policies of economic 
control, it would at the same time deal appropriately with any statute 
then in force thought to be at cross-purposes with its new policies. 

The ¢ ee is critical of certain language of the bill. For ex- 
ample, it points out that, whereas the petition to be filed by the car- 
riers is to seek an increase “necessary” to accomplish the stated ob- 
jectives, the Commission is required to authorize increases which in 
its opinion are “appropriate or necessary” for those purposes. The 
Commission asks whether the terms “appropriate” and “necessary” 
are intended to mean the same thing, or whether the interim increases 
might be held down to what it anal an “appropriate” level, al- 
though higher increases might be considered “necessary” to accom- 
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plish the stated objectives. While it might be preferable as a matter 
of statutory drafting to have the bill use the same te srminology 
throughout—that is, to have it provide merely “necessary” in both 
places—it seems perfectly clear that the two words as used in this bill 
are Synonomous. <A rate increase would not be “appropriate” if less 
than “necessary,” and a rate increase which is “necessary” would cer- 
tainly be “appropriate.” 

A similar question is raised by the Commission with respect to cer- 
tain of the terminology employed in the standard prescribed for judg- 
ing the adequacy of revenues. It is noted that, while the increases 
sought by the carriers are to be suflicient to “establish and maintain 
sound credit” those authorized by the Commission are to be sufficient 
to “maintain sound credit.” Here again it might be preferable to 
use the phrase “establish and maintain sound credit” in both places in 
the bill; but surely it cannot be seriously argued that any different 
standard is intended by omission of the word “establish” when the 
standard is merely repeated in the bill. 

The Commission’s letter points out that no provision is made in 8. 
1461 for necessary relief from outstanding orders of the Commission 
or from the provisions of section 4 of the Interstate Commerce Act. 
Doubtless the draftsman of the bill thought that since the bill directs 
the Commission to enter an interim order and findings authorizing in- 
creases which in its opinion are appropriate or necessary to permit the 
carriers to earn adequate revenues, and provides that such increases 
shall become effective on not more than 10 days’ notice, it would be 
incumbent upon the Commission, to the extent necessary to effectuate 
the increases, to afford relief from the provisions of the fourth section 
and from the operation of any unexpired orders, as it always has done 
in general rate-increase cases. If there is any doubt about this, then I 
concur in the Commission’s suggestion that these points be specifically 
covered in the bill. 

The Commission states that the standard provided in this bill for 
determining the adequacy of revenues differs from the so-called rate- 
making rule in section 15a (2) of the Interstate Commerce Act, and sees 
a possibility that since its final decision with respect to general rate 
increases is required to be made in accordance with the substantive 
provisions in sections of the act other than this proposed new section, 
interim increases authorized might be higher than those it could fin- 
ally authorize. I cannot believe that proper statutory interpretation 
could possibly lead to this absurd result, especially when it is remem- 
bered that the carriers are by the terms of the bill required to make 
refunds upon any shipments on which the interim increase exceeds the 
increase finally authorized by the Commission. 

Obviously, it would be altogether futile, in the light of the refund 
provisions to which attention has been called, to provide a standard 
for interim increases which would result in higher interim rates than 
the rates finally authorized. 

The standard for interim increases in S. 1461 is the following lan- 
guage: 

* * * increases which in the Commission’s opinion are appropriate or neces- 
sary under honest, economical, and efficient management to provide revenues suf- 
ficient to enable the carriers to provide adequate and efficient service, maintain 
sound credit, and attract equity capital. 
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The standard in the Comission’s draft of a substitute bill, which 
brought over from section 15a (2), is stated in the following lan- 


uae 
” uch increases, if any, as in the Commission’s opinion are necessary to 
carriers, under honest, economical, and efficient Management to 
es sufficient to enable them to provide adequate and efficient service. 


he additional language in S. 1461 is by way of specification and 
boration with respect to the “adequate and efficient” service stand- 
rd. Revenues are not sufficient to provide adequate and efficient 


service if they are insuflicient to enable the carriers to maintain sound 


credit and attract equity capital to the industry. 


Hoy ever, | do think it would be hig! ily desir: ible, as Mr. Franklin 
-ted, to amend the ratemaking rule of section 15a (2) of 


to conform to the language employed 11 1S. 1461. This would 
inate the possibility ot anny doubts of the kind advanced DY the 


Comm on and would, moreover, clarify the general ratemaking o 


le and make unmistakable the intent of Congress that rates should 
t be held down to a level which would preclude adequate revenues. 


I think that Congress should give serior 1s con sideration to the enact- 
1 


ment of a bill which would amend section 15a (2) in such a way as 


to use the same language how employed in S. 1461. 


There isa further eriticism by the Commission of S. L461, the basis 
if which s not clear to me, The Comn ission refers to the Proviso 


at the end of the bill relating to refunds to ship pers in the event the 


rim increases authorized by the Commission turn out to be greater 
n the increases finally allowed, and comments: 


This could easily open the door for all kinds of discrimination. 


The reasons for the Commission’s apprehension in this connection 
are not stated. However, a slight change in the language of the bill 


nild be sufficient apparently to avoid whatever difficulty it foresees, 


In the draft of substitute bill submitted by the Commission, such 


age is suggested and the Commission has proposed that the 
be made “upon demand, subject to rules and reg ou lations pre- 


eribed by the Commission” rather than, as now provided in S. 1461, 


“upon demand without further action by the Commission.” There 


I 


, of course, no objection to such a change in §. 1461, although it may 
ve doubted whether there is any substantial reason for it. 
I now wish to discuss briefly certain other a res of the substitute 


Uo ed by the Commission and pl rinted : a proposed amend- 
N 1461. The Commission wey. SRE 2 ae a sincere effort 
iratt bill des ioned to deal with the “timelag” problem in general 
ate-inerease cases. As I have said before, however, the purpose of 
S. 14 s, and the purpose of any such legislation as S. 1461 ought 
to be, twofold. By that, 1 mean that S. 1461 deals with, and any such 


ill ought to deal with, two of the proven evils that taken together 

produced such a serious and dangerous situation during the 
ostwar years. Those two evils, as I have already explained, are 
CL) a rotracted delays encountered in obtaining permission to 


rate levels, and (2) the inadequacy of the interim relief 


afforded the carriers during such delays. 


S. 1461, as I have said, would require the Commission to enter an 


interim order within 60 days. So would the Commission’s proposed 
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bill. But an interim order by the Commission within 60 days, desir 
able as it is, means next to nothing by way of real relief to the carriers 
concerned unless the order permits the establishment of interim 
increases which will permit the carriers to earn adequate revenues. 
The Commission’s bill fails to give assurance that this will be done. 

So far as the standard to guide the Commission in granting interim 
increases is concerned, I have already discussed the difference be- 
tween the language employed in S. 1461 and that employed in the 
Commission’s draft of a substitute bill. We regard the language in 
the Commission’s substitute as ent irely unsatisfactory. The language 
in S. 1461 is clearer than that employed in the Commission’s substi- 
tute in stating the intent of Congress that interim increases should 
be adequate. We believe that it is highly desirable—in fact, essen- 
tial—that this intent be made as plain as possible. This view cannot 
be escaped when the unfortunate experience of the carriers with re- 
spect to interim increases is recalled. As has been repeatedly ex- 
plained, the interim increases granted in the past, as a rule or at least 
in many instances, have been altogether insuflicie nt when judged by 
the increased costs of operation, or by the carriers’ revenue needs, or 
by the increases finally authorized by the Commission. They have 
apparently been designed only to give some small measure of relief 
pe nding f final decision. ‘This is one of the principal reasons why the 
carriers’ revenues have been so meager during the postwar years, and 
it is one of the prinicpal reasons which demands an amendment of 
existing law. The language in S. 1461, as I understand it, is designed 
to result in interim increases approximating as nearly as possible 
those increases which will be authorized upon final decision, assum- 
ing no changes in controlling circumstances in the meanwhile. 

The extent of the interim relief granted in a general rate-increase 
case is as important as the promptness with which it is afforded. We 
think that the Commission’s bill is seriously defective in that it does 
not use language in prescribing the standard for interim increases 
which gives any assurance that such increases will be sufficient to 
prevent a recurrence of one of the chief evils to which S. 1461 
is directed. 

I want to add one more word, Mr. Chairman. The requirement in 
the Commission’s substitute bill for the submission as a part of the 
petition of a great many figures which are set forth in the bill, we 
think, is unealled for and is a mistake. We think a matter of that 
kind should be dealt with administratively and not by statute; that 
you should not have the rigidity of a statute in prov iding the type of 
information which should be furnished either with the petition or 
afterward. 

That concludes my statement. Thank you. 

Senator Bricker. Are there any questions, Senator Monroney ? 

Senator Monroney. No. 

Senator Bricker. We are now in violation of the Monroney bill. 
We are voting this afternoon—here is the chairman now. 

The CHatrMan. Go ahead. 

Senator Bricker. I was saying that we are past the time of the 
session. There is only one witness to be heard. We start voting at 
2 o'clock. I presume you would want to go over until tomorrow 
morning. 
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The Cuatrman. I was going to suggest, if it meets with your ap- 
proval, we come back at 3 o’clock. We have two more witnesses this 
afternoon, Mr. Baker and Mr. Day. 

Mr. Gitstap. Mr. Day, who is not on the schedule, is not going to 
be here until tomorrow morning. 

The Cuarman. We will hear from Mr. Baker this afternoon at 
3 o'clock in this room. If necessary, we will put on one of the oppo- 
sition witnesses, if we have time. We stand in recess until 3 o’clock 
this afternoon. 

(Whereupon, at 12:25 p. m., the committee adjonrned. ) 
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WEDNESDAY, MAY 6, 1953 


UnrIrep States SENATE, 
CoMMITYEE ON INTERSTATE AND ForREIGN COMMERCE, 
Washington, DG. 

The committee met at 10 a. m., in room G-16, Senate Office Build- 
ing, Senator Charles W. Tobey (chairman) presiding. 

Present : Senators Tobey, Griswold, Pastore, and Monroney. 

Also present: Edward R. Jelsma, member of professional staff, and 
Gene Dawson, administrative assistant to Senator Capehart. 

The CuarrmMan. The committee is in session. Mr. Day—lI assume, 
Mr. Day, that you are here to speak primarily urging the passage of 
the St. Lawrence Waterway. Is that correct ? 

Mr. Day. No, sir. 

The Cuairman. If not, why not? 

Mr. Day. That is a real good question. Would you like to have 
me remark on that one at this moment ? 

The Cuamman. No, I will pass. I know that Boston is saturated 
with presentations about this sort of thing. I know they are very 
shortsighted in their objections. 

Mr. Day. We would not agree on that one, I am afraid. 

The Cuairman. Whether the +y like it or not, they are going to get it. 

Mr. Day. We would not agree there. 

May I proceed, Mr. Chairman ? 

The Cuatrman. Yes. 


STATEMENT OF WILLIAM H. DAY, MANAGER, TRANSPORTATION 
DEPARTMENT, GREATER BOSTON CHAMBER OF COMMERCE, AND 
A DIRECTOR OF THE TRANSPORTATION ASSOCIATION OF 
AMERICA 


Mr. Day. My name is William H. Day. Iam manager of the trans- 
portation department of the Greater Boston Chamber of Commerce 
with ae at 80 Federal Street, Boston, Mass. I am past 
president of the National Industrial Traffic League, past president 
of the New England Traflic League, chairman of the executive com- 
mittee and board of directors of the New England Traflic League, and 
general chairman of the New England Shippers Advisory Board. 
T am a director and deputy chairman of the policy administration 
board of the Transportation Association of America and appear here 
in behalf of that organization. 

If I might, for a moment, Mr. Chairman, I would like to drift from 
this prepared statement to the extent of offering my humble apology 
for not being here yesterday afternoon. 
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The CiatrmMan. That is all right. It did not prejudice your case 
a bit. 

Mr. Day. Unfortunately I became so involved I could not get away 
last night. 

The Crarraan. We know how that is. 

Mr. Day. The Transportation Association of America strongly rec- 
ommends enactment of legislation to eliminate the time lag in genera! 
rate increases. 

The association has recently filed with this committee a report en 
titled “Sound ‘Transportation for the National Welfare,” based on the 
findings of its cooperative project on national transportation policy. 
Copies of the report were presented to all members of the committee. 

Che association is a nonprofit research and educational institution, 
dedicated to the preservation of competitive private ownership of 
transportation. It is an organization of composite membership, 1 
cluding individuals, corporations, and partnerships engaged in te. 
culture, industry, finance, wholesale and retail trades, as well as in 
transportation. 

Shippers of all kinds comprise two-thirds of its voting member 

ship—the membership exceeding 13,000 enterprises. It is not con- 
cerned with the promotion of one form of transportation against an- 
other, but seeks to represent what is best for the public interest. It 
enjoys the active support and cooperation of the national trade organ- 
izations representing all forms of common carriers. 

The report contains a list of the association’s board of directors—a 
cross section of 87 leaders of agriculture, industry, and finance as well 
as representatives of all forms of transportation. The report also 
lists the more than 200 men representing every interest, every point 
of view, and every area, who have participated in the national co- 
operative project and in the preparation of this report. 

Furthermore, as the report reveals, the recommendations of the 
cooperative project were reviewed over a period of 9 months at more 
than 200 meetings in all parts of the country. In addition, some 
30,000 individuals and organizations were supplied with copies of a 
preliminary report or a summary thereof, so that all proposals re- 
ceived widespread and concentrated attention. It was only after this 
extensive review that the association’s board arrived at the recom- 
mendations contained in the report. 

It is in the light of that background of cooperation, discussion, and 
debate that this statement is presented, based entirely on the volume 
referred to—Sound Transportation for the National Welfare. 

Quoting from chapter I: 

\ service representing an investment of $110 billion of private and Govern- 
ment funds, which costs the American people over $50 billion each year, and 
which is crucial to the life of every community, enterprise, and individual, de- 
mands the most earnest consideration of all citizens and their Government. 
Transportation is such a service, and its successful maintenance under the 
principle of competitive private ownership must be the constant concern of 
every American, whatever his personal interest. 

The problem before the people and their elected representatives is to design 
a national transportation policy and a modern system of Federal regulation 
which will permit carriers to offer complete and efficient services of all kinds 
at reasonable rates; which will provide for fair treatment of labor; and which 
will afford an opportunity for private investors in lawful “for hire” transporta- 
tion to earn an adequate return on capital prudently used. 
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In its preliminary discussion of the factors which constitute the 
transportation problem, the report cites as one of these crucial fae- 
tors: 


The inability of regulation to permit quick adjustments in common carrier rates 
to meet increases in cost has been a threat to the financial well-being of com 
mon carriers in recent years. While it is true that during the past few years 
of high-level production some common carriers have been able to maintain a 
higher level of earnings when compared to previous times, common carriers as 
a whole, unlike other public utilities and the basie industries, have not been per 
mitted to participate in the general prosperity. 

For example, in 1951, class I railroads as a group earned only 3.54 percent 
on their investment. (This figure is 4.2 percent when calculated as a return on 
the ICC valuation of class I railroad property.) Hundreds of trucking compa 
nies only make ends meet, even at present rate and traffic levels, and for years 
inany of the common carriers have been required to depend on debt financing. 

In the last 15 years, the volume of business and profits of coastwise and inter 
coastal water carriers have declined disastrously. In 19538 there is no long-term 
economic stability in common carrier transportation; and, in view of the essen- 
tial nature of transportation for the national defense as well as the day-by-day 
needs of people in every community, this must be of deep concern to the entire 
public. 


The report reveals that the question of time lag in general rate in- 
creases has had extremely thorough consideration by the panels, the 
coordinating committee, and the Policy Administration Board of the 
cooperative project, 

(The Policy Administration Board, commonly referred to as the 
PAB, is the governing body of the project organization. ) 

There is, of course, more than one approach to this subject of meet 
ing increased costs of common carriers. After extended discussion. 
the Policy Administration Board submitted a proposal designed to 
solve the problem. Its proposal as submitted to the board of the 
Transportation Association of America reads as follows: 


Whenever common crriers subject to parts I, II, or IIT of the Interstate Com 
merce Act or any group of such carriers incur or are about to incur substantial 
increases in operating costs, such carriers may file with the Commission notice 
of intention to increase the then effective rates, fares, or charges 

After a determination by the Interstate Commerce Commission, made with or 
without hearing, that (1) the carriers’ estimates of increased costs are rea 
sonably correct, (2) the proposed increases are not greater than necessary to 
offset such increased costs, and (3) that any proposed increase in freight rates 
or charges will apply to all kinds and classes of freight traffic handled by the pe 
titioning carrier or carriers so that each kind and class will bear its reasonabl) 
proportionate share of the increase, new tariffs or amendments to existing 
tariffs ineorporating the proposed increases (or such modification thereof as 
may have been found justified by the Commission) may be filed to become effee 
tive upon not less than one day’s notice and shall not be subject to prote 
suspension. 


st or 


Within 30 days after the filing of any such notice of intention, the Commis- 
sion shall enter a report and findings with respect to the three issues defined 
above. If in such findings the Commission affirmatively determines that the 
carriers’ estimates of increased costs are unreasonably high, or that the pro 
posed increases are greater than necessary to offset stich increased costs, or 
that any proposed increases in freight rates and charges do not apply to all kinds 
and classes of freight traffic so that each such kind or class will bear its reason- 
ably proportionate share of the increase, the said findings shall be accompanied 
by an order modifying the said notice of intention to the extent necessary to 
give effect to such findings and permitting the proposed increases to become 
effective as modified ; otherwise the increases proposed in the notice of intention 
shall be permitted to become effective. 


Senator Pasrore. At that point, may I ask a question, sir? That 
puts the burden upon the ICC. The initiative is still in the carrier. 
Mr. Day. That is right. 
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Senator Pasrors. This goes further than this 1461. As I under- 
stand 1461, the initiative is always with the LCC, which seems to be 
more in the public interest. Your proposal is to the effect that this 
notice of intention is filed wth the proposed increase in rates. Unless 
there is some modification on the part of the ICC or a rejection thereof, 
that automatically becomes the prevailing rate / 

Mr. Day. That is right. 

Senator Pasrore. All right. 

Mr. Day (reading) : 


If findings and order are not entered by the Commission within 30 days after 
the filing of any notice of intention, the increases proposed in such notice shall 
be permitted to become effective after the filing of new tariffs or tariff amend 
ments upon not less than 1 day’s notice, and shall not be subject to protest or 
suspension 

Rates, fares, or charges increased in accordance with the provisions of this 
section shall be the subject of further investigation and, after hearing, to modi- 
fication or other action by the Commission in accordance with the powers granted 
it under the Interstate Commerce Act. 


This proposal, the PAB reported, was approved by all panels with 
one reservation—the waterway panel took the position that propor- 
tionate increases in rates “is taken to mean that the same percentage 
increases apply to all kinds of classification of freight traffic.” This 
Interpretation was rejected by the other panels. 

The proposal was submitted for field review and discussed at meet- 
ings from coast to coast. Results of that review are summarized in 
the report as follows: 


The proposal, which was considered of prime importance by most of the panels 
of the national coperative project, received widespread approval in the field. 

Opinions of shippers and civic organizations on this subject did not appear 
to be influenced by type of industry or by geographical location. Almost all 
of the field review indicated agreement with the desirability of greater expedi- 
tion in handling general rate increase cases. 

Approval of the specific proposal of the PAB in a great majority of cases was 
unqualified ; in others, approval was qualified largely along the following three 
lines, in the order of their emphasis: (1) an extension of the 30-day period (to 
60, 90, or 120 days) during which the Commission is directed to act; (2) an 
extension of the notice period between the time tariffs embodying general increases 
are filed and the effective date of the new rates; and (3) addition of a provision 
for refunds to shippers in the event that the Interstate Commerce Commission 
should ultimately determine that the increases are not justified. 

The first suggestion was based on a belief that 30 days was not long enough, 
either for the Commission to act or for the shippers to marshal their arguments; 
in the second case, that a 1-day notice period was too short for the shippers to 
handle the mechanical details involved in putting an increase in rates into effect 
within their own organizations. 

Proponents of the proposal, on the other hand, argued that 30 days was 
sufficient for Commission action, as the Commission is required to confine itself 
to the three areas of inquiry to which the proposal restricts it: that shippers 
should be able to deal with increased costs in transportation as expeditiously 
as they deal with increased costs for any other phase of their business; and, 
in reply to the third qualification, that the shippers were protected from the 
effects of increases later found excessive because of the power of the Commission 
to grant reparations. 

The very few cases of inflexible opposition to the objectives of the proposal 
were generally accompanied by opinions that present law is adequate and/or 
that additions to Commission staff and other procedural improvements could 
accomplish the desired result. 


Accordingly, the association’s board in January of this year adopted 
the following recommendation : 
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It would appear that the PAB had given consideration to a number of sug- 
gestions later advanced in the field, and that public acceptance of the proposal 
as stated was widespread. 

The board regards the elimination of the “timelag” in the authorization of 
general rate increases as of paramount importance in the public interest and an 
absolute requirement for a sound system of common-carrier transportation. 
Congress should enact this proposal without delay. 

The Coarrman. Thank you. 

Mr. Baker—— 

Is Professor Baker here / 

Senator Pasrorr. May I ask Mr. Day one question before he leaves? 

The CuHarrman. Certainly. 

Senator Pasrorr. What is your opinion of 1461 ¢ 

Mr. Day. You mean my personal opinion ¢ 

Senator Pastore. Well, the organization has expressed an opinion. 
hasn’t it ? 

Mr. Day. Here is our position on that, Senator. We have tried 
to approach this thing from the standpoint of what we construe 
to be the opinion of not only all mediums of transport, but by investors 
in transportation and of transportation. 

Our feeling toward the bill you mentioned is that while we favor 
the general objectives there, we believe the approach that we have 
followed in trying to translate into law the almost unanimous senti- 
ment of all these groups will far better accomplish the desired 
objective. 

It is going to be our purpose to file a bill very shortly reflecting the 
combined viewpoints of all these interests that I have referred to. 
We did not want to do it at this time because you had this bill before 
you. We thought that was going to pave the way for discussion, 
and if we were going to do anything at the moment, it might well be 
interpreted as an attempt to muddy the waters, which would be the 
last thing in the world we would desire to do. 

The Cuamman. What you want to do is record your being in favor 
of doing away with this timelag, is it not? 

Mr. Day. That is right. 

The Cuarmman. And leave it to the committee to do the best job 
they can? 

Mr. Day. That is right. 

The Cuatrman. Thank you very much. 

Senator Pastore. And would you accept 1461 as a reasonable com 
promise of your viewpoint? We have got to get down to cases some- 
where. 

Mr. Day. I would like to say this on that point: As you probably 
know, Senator, we have created here in Washington, a legal com- 
mittee. It is composed of legal representation, two from each form of 
transport represented in the national cooperative project. They 
are meeting here almost every other week, working on proposed 
legislation growing out of the report. 

‘WwW hat I would like to suggest—and it is only a suggestion—is that 
I would like to have that committee, which will meet here again in a 
few days, go over what has been offered, what is likely to be offered, 
and what we have in mind, and see if we could not come out with 
something for your help and benefit which would reflect the compro- 
mise views of all parties of interest. 
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The Cuarrman. They can file any recommendations they have in 
the record. You said a minute ago that you accepted this principle, 
and it reminded me of what the fellow said when he was asked what 
he thought about the universe. 

He said: “] accept 1” 

The fellow said: “Egad, you had better.” 

Now we will hear from Mr. J. L. Pease. 

Addressing myself to my colleague, Senator Pastore, just talking 
out loud for a minute here, it seems to me that one of the most asinine 
procedures we have in Washington, are these hearings like we have 
here, where sincere men prepare long papers of 30 or 40 minutes and 
read them as if they were a class in school. 

The Reorganization Act should let the statements come before us 
and give us a week to study the statements in case we have questions. 

Senator Pasrorr. I was going to make this suggestion, Mr. Chair- 
man. Of course, it is fully within the authority and diseretion of the 
chairman himself. The matter strikes me just following these 30- and 
10-page speeches, if we could only have them inserted in the record and 
get a condensation of them by the witness. 

The CHarmman. You took the words right out of my mouth. Here 
is a man whose predecessors were here yesterday. If they say, here 
is my statement for the record and I hope it will be of help to your 
deliberations, and we come to favor this project, ¢ or we are against it, 
would that not be a help 4 

Senator Pasrorr, And give us the reasons for it or a short outline. 
Then we could ask a few clarifying questions and let it go at that. 

The Cuairman. You get a dozen or 40 papers thrown at you and the 
human mind can only take so much. 

Senator Pasrore. Not only that, Mr. Chairman, there are just you 
and mvself here now, and this is for the benefit of the entire commit 
tee. They will have to read it anyway and have to pass on it. 

The Cuamman. I think the principle is sound, do you? 

Senator Pasrorr. I think so. 

The Cuamman. Now, Mr. Pease, I do not want to minimize your 
presence at all, just the reverse, but I do want to say, if you concur in 
the substantive part of our statement here tod: whieh ag not simply 

“Here is my statement, Mr. Chairman, and kindly put it in the 
record at your pleasure, and I come in to favor 1416. Above all, I 
favor doing away with the timelag, and therefore, we suggest so-and 
so—we do not like it for these reasons, or we do like it.” What do vou 
think of that procedure? 

Mr. Pease. It is O. K., except that I would not like to have the chair- 
ian try to put the words in my mouth. 

The CHatmman. I could not do that. Does that meet with your 
\pproval ? 

Mr. Pease. I would be very happy, sir. 

The Cnamman. And you come down favoring doing away with 
nelag, do vou not ? 
Prase. Yes. 

The CHatrman. Why do you object to 1461? 
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STATEMENT OF J. L. PEASE, ASSISTANT CHIEF, TRAFFIC MAN- 
AGEMENT DIVISION, TRANSPORTATION AND WAREHOUSING 
BRANCH, PRODUCTION AND MARKETING ADMINISTRATION, 
UNITED STATES DEPARTMENT OF AGRICULTURE 


Mr. Prast. My name is J. L. Pease. I have been connected with 
the transportation work of the Department since 1940. Prior to that, 
my entire working life was in connection with railroads and agricul- 
tural traffic management. TI am appearing here on behalf of the 
United States Department of Agriculture and the agricultural com- 
munity which it serves, in connection with S. 1461, a bill to amend 
the Interstate Commerce Act concerning the requests of common car- 
riers for increased transportation rates. 

The purpose of this bill, as we understand it, is to reduce the time 
intervening between the filing of petitions for increased rates with 
the Interstate Commerce Commission and the final authorization by 
that agency. It does not contain many of the features which were 
object tionable in S. 2518 and S. 2519, introduced in the last: session 
of Congress and which we opposed, but it still is not acceptable to the 
Department. 

The Department recognizes the absolute necessity of a healthy, 
solvent railroad system “adequate to meet the needs of commerce of 
the United States, of the postal service, and of the national defense,” 
owned and operated by private enterprise. We also recognize that 
the farmers of the country are entitled to protection against summary 
and unreasonable freight-rate increases. If our interpretation of the 
effect of this bill is correct, it will make it extremely difficult for the 

Secretary to perform properly the duties required of him on sec- 

tion 201 of the Agricultural Adjustment Act of 1938 (7 U. S. C. 
1291) and section “203 of the Agricuitural Marketing Act of “1046 
(7 U. S. C. 1622). These statutes require the Secretary of Agricul- 
ture to represent the agricultural community before transportation 
regulatory agencies in cases affecting freight rates and charges for 
agricultural commodities and farm supplies. 

The Department is not, in principle, opposed to any law or regu- 
lation which will speed up the due process of law provided in the 
Interstate Commerce Act, provided the public interest is properly 
safeguarded. We are of the opinion, however, that the proposed 
amendment, S. 1461, if passed, would not be in the public interest. 

As ICC Commissioner Alldredge so ably told this committee in a 
previous hearing on another subject, “beginning with the decision 
of June 20, 1946, and ending with that of April 11, 1952, the Com- 
mission authorized 11 general rate increases,” of which 8 were interim 
increases. This not only indicates that over a period of less than 6 
years increases were granted on the average of every 6 months, but 
that the Commission has often exercised its prerogative of granting 
interim increases. 

The proposed amendment provides that common carriers acting by 
regions, districts, or other appropriate groups may certify to the 
Commission by petition that they have or in the future will incur 
increases in wages or costs of materials during the ensuing 12-month 
period and that a general increase in rates is necessary to permit them 
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under honest, economical, and efficient management to earn sufficient 
revenue to provide adequate and efficient service, establish and main- 
tain sound credit and attract equity capital. In each of the general 
revenue cases since 1946, the carriers, as a group, have introduced 
estimates of their expected traflic, their expected expenses, and the 
revenue expected to be derived therefrom. 

On these estimates, they have based their pleadings for rate in- 
creases. The record will show that these tonnage estimates have, for 
the most part, been conservative and that the ac tual tonnage trans- 
pol ted has exceeded such estimates 

Therefore, the Commission has considered, and properly so, esti- 
mates made by their own experts and those of protestants and has 
arrived at its own conclusion and usually has been more accurate. ‘To 
permit, by law, the carriers to force their own estimates upon the 
Commission is, we believe, substituting biased judgment for unbiased 
and e Xpert judy gment and carrier decisions for Commission decisions 
Furthe ‘rmore, when estimating their future expenses the railroads 
have been prone in the past to allow themselves no credit for spec- 
tacular increases in efliciency of operation and reductions in costs due 
to the dieselization program and other technological improvements. 
While the actual cost of fuel may have increased, no allowances have 
been made for the extra amount of work done by the same unit of 
fuel. This is an indication that the railroad estimates do not always 
reflect the true facts and trends, 

Another provision of the bill which is objectionable to us is that it 
mance the authorization of an interim order and a finding authorizing 
increases mandatory. ‘This permits the Commission to use its power 
of disc retion only as toamount. It is true the interim increases may 
i. relatively small, 1 ut we would not like to see the power of the 
Commission, as a regulatory arm of Congress, to utilize its expert 
judgment in passing on the evidence before it, so circumscribed. 
Under the Interstate Commerce Act. a petition for a gene ‘ral in- 
crease In freight rates is, in elfect, a pleading by the petitioning car- 
riers that the existing freight rates are unreasonab lv low and not fully 
compensatory. S. 1461 would, as we see it, transfer the burden of 
proof of reasonableness to the public and to the Commission, 

The petitioning carriers are able to work for months on the data 
with which to support their plea and employ large staffs of statisti- 
cians and technicians. To expect the agricultural community to pre- 
pare adequate defense and rebuttal in the limited time prescribed by 
the proposed bill is unreasonable. 

The bill provides that the interim increases, at least, shall be based 
on the petitioning carrie I's prima fac ie showing ot expected ine reases 
in wages or increased cost of materials and supplies. It does not 
specifically provide that any account shall be taken of increased effi- 
ciencies in operation, which may reduce the unit costs 

We feel there may be great danger that this method of ratemaking 
might impinge upon cases other than general — cases. We 
much prefer ratemaking on the basis expressed | vy the Interstate 
Commerce Commission in Docket 28300, Class Rate Investigation, 
1939. There, the Commission said that it takes into account— 

all the essential circumstances and conditions which affect the welfare of car- 
riers, of producers, shippers, and consumers, and of localities, districts, regions, 
and territories. 
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The phrase in the bill “attract equity capital” would impose upon 
the Interstate Commerce Commission an almost impossible task in 
determining the level of earnings cysts to meet th: at factor. Asa 
matter of fact, equity apital Isr} capita uid we know of no other 
form of business where such capiti my is protected by law. We cannot re- 
member when any railroad company advertised an issue of new stock 
which was undersubscribed. The fact is that during the past several 
years railroad surplus has built up to a point where they can, and do, 
pay eash for their pure ‘hases exce *pt rollin @ stoc k, for which they issue 
equipment obligations, and we know of no such arrangement having 
been refused. 

In all of the ex parte increase cases since 1946, the Department has 


bel lieved that the full aniounts ot the merenses 1 tested were not 

needed, and the full wnounts have not act we \ been oranted in every 
, : so c nH . ; 

case. We have been ot the opinion, still unchanged, that even the in 


creases which have been authorized would asi injurious to the railroad 
industry, instead of beneficial. A study of the effects of the rate in- 
creases show that in 1947, the railroads reporte 1 654,728 million rev- 
enue ton-miles, with a net operating income from fre ight service of 
$1.206 million. In 1952, revenue ton-miles dropped to 614.812 million, 
with an estimated net operating income from freight service of $1,700 
million. 

The latter fioure is estimated, but the aetual figure for 1951 was 
$1.623 million. Revenue ton-miles (work done for pay) for a period 


over 6 years, have dropped $40 billion, and the pay for performing 
that work has lnerensed ul LOST SOHUU Th lhc 

It is our belief that with a lower freight rate level eer would 
have been a much smaller reduetion, if not an actual mere: in rey 
enue ton-miles and quite possibly an increase in the net cmecution 


income from freight service. 

‘The Commission itse!f said in its last decision in Ha parte 175 that 
it had allowed a liberality beyond that which would ordinarily be 
warranted, but it recognized at that time a prospective wage increase. 
In the first decision in La parte 174, it found that the carriers had 
made no showing of an emergency, but granted an interim relief 
upon a wage settlement, which occurred while the matter was being 
heard in oral argument. 

These two events indicate to us that in settling these cases, the Com 
mission takes into account all of the factors of public knowledge, 
and Commissioner Atchison stated fre m the bench during the hearing 
in Hx parte 175 that the members of the Commission when sitting 
to decide the measure ot reli f to be oran itecl, alw: avs [TOO k mto con 
sideration the so-called time lag referred to by carriers in their peti 
tions and testimony. 

There is a possibility that a continuing flow of petitions may be 
filed by the railreads. If one interim increase is unsatisfactory to the 
carriers, another petition might be filed immediately and so on ad 
infinitum. That sounds ridiculous, but it might happen and no pro- 
ducer and shipper of agricultural products would ever be sure what 
his transportation costs might be next week, next month, or next year. 

No other authority regulating public utilities, to our knowledge, is 
required to grant increases in public-utility rates without its full and 
complete approval. There are no statutory provisions requiring first- 


guess interim increases and subsequent final dispositions. S 1461 
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is a pi 7" al repeal of the right of the agricultural community to pro- 
tection by the Commission from arbitrary rate treatment by the 
carriers. 

For the reasons above stated and because we do not wish to see the 
power to make freight rate increases at will transferred to the rail- 
roads and because we believe that the regulatory work of the Com- 
mission as set out in part I of the act should be strengthened, not 
weakened, the Department of Agriculture is opposed to the enactment 
of S. 1461. 

We do not particularly, in the Department, object to a reasonable 
amendment to the law which will make the Commission act within 
a reasonable length of time. There are parts of 1461 which we believe 
are not exactly in the public interest. 

The CuarrmMan. Have you pointed them out in this statement? 

Mr. Pease. Yes, sir. I believe our position is fully set forth in here 
and in the letter which the Secretary wrote to the chairman. 

The Cuatrman. Thank you very much. Do you take this position 
after hearing from the component parts of agriculture across the 
country ¢ 

Mr. Pease. We have hard from a good many of them. 

The Cuarmman. And did a majority of the association boys talking 
with you favor doing away with the time lag? 

Mr. Pease. Yes; but not the way 1461 does it. 

The Cuatrrman. Do you think i agriculture interests—and I am 
one of them—have a sense of the meaning of the words “fully inde- 
pendent,” of the importance of the railroads being successful if we 
are going to prosper in this country ? 

Mr. Pease. I think so. 

The Cuatrman. In my judgment, the meaning of the words “fully 
independent” are the most important words in this country today. 
Do you agree? 

Mr. Prasr. Yes, sir. I would like, with the chairman’s permission, 
to let this statement go into the record as it is without further com- 
ment except that we “disagree with S. 1461 as originally submitted. 
However, if the committee feels in its good judgment that some 
amendment to the law is necessary and required, we feel that the 
amended S. 1461 as introduced by the chairman by request is the 
nearest approach to a cure of this situation with which the Depart- 
ment ¢ an cooper ate. 

The Cuatrman. You object to the words “attract equity capital”? 

Mr. Pease. For one thing; yes, sir. 

The CHarrman. Why? 

Mr. Pease. We do not understand how the Commission, farseeing as 
it may be—— 

The CHarrmMan. I am glad you said “may be.” 

Mr. Pease. Can sit up there and judge, to the best of its ability, how 
much it takes to attract equity capital. 

The Cuatrman. Do you not think the Commission has advisory as- 
sistance enough to advise them ? 

Mr. Pease. I do not think the Commission’s staff could look far 
enough ahead to see. 

The Cuarrman. But they have connections enough in this country 
to sit down and talk the thing over and ask for suggestions and incor- 
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porate them in their views. You agree with me that it would be an- 
other great thing if the railroads took the position that when they 
wanted new financing they could offer common stock and it would be 
a great thing; would it not? 

Mr. Prasr. I can think of no time when they have not been able 
to do that. 

The Cuamman. I would hate to see them try to do it now. What 
road could sell equities now ? 

Mr. Pease. I do not think any of them need it. 

Senator Pasrorr. That is very important, Mr. Pease, and I think 
we ought to develop that for the record. That is in complete con- 
tradiction with what was said here yesterday. 

Mr. Pease. I have no doubt. 

Senator Pasrore. They have said that it is almost impossible to 
float any new stock issues for the simple reason that it is not attractive 
to the market. I think you are a reasonable man and you feel there 
has got to be a fair return on the investment of the railroads in order 
to survive and maintain the type of service we require in the public 
interest. 

I go along with you that sometimes we try to bite off too much. In 
other words, the important question here is, Are we trying to eliminate 
the time lag or are we trying to get a new standard of ‘comput: ation, 
which, of course, is the important thing here? That was more or less 
played down by some of the representatives of the railroads, and I 
think it is rather important. I personally feel they are entitled to a 
fair return on their investment and I think they must be in a position 
to attract equity capital. 

Of course, 1461 is aimed at eliminating this time lag and putting 
the ICC in a position where they have to make a determination, even 
on an interim allowance, within a certain period of time. Now, I 
think that is very desirable in view of the past history. It was said 
here yesterday that sometimes it has taken years before you could get 
arate increase. By the time they get to make one determination, there 
is cause for a new adjustment, which, of course, is not proper. 

I do not think it is a substantial argument to any citizen or any 
groups of citizens, be they corporations or individuals, to tell them 
that we do not think they have the capacity there and personnel to 
meet the obligation of Government. In other words, I do not think 
it is a question of whether or not the ICC has enough people there 
working who can render these decisions as much as it is the principle 
of rendering them expeditiously. 

Do you agree with me? 

Mr. Pease. I agree with you, sir. 

Senator Pasrorr. What I would like to have you tell me in your 
own words, as briefly as you possibly can, is exactly what is there in 
1461 that is objectionable to you. 

Mr. Pease. As we read 1461, the Commission has no alternative 
after the filing of the petition except to grant an interim increase. 
True, it may be only 1 percent. But if the Commission’s judgment 
indicates that even a 1 percent interim increase has not been justified 
by the petition—and it is only the petition they have to go on — 
the 60-day period is over and the railroads have been able to put i 
some testimony—or if they even find that 1 percent has not been seals 
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hed, they have still vot to Give ah interim mcrease, as 1461 reads, the 


With ] see it. . 
Senator Pasrorr. All right. Will you point out in 1461 where it 


You are actually telling me that the ICC under this law is compelled 
to give an increase whether it thinks it is necessary or not! 
Mr. Pease. That is the way we read it. 
Senator Pasrorr. That is going pretty far. You have got to prove 
that to me. 
Mr. Pease. I think so. It Says over here on page 2, line 13: 
Thereupon the Commission shall, within 60 days after the fling of such peti- 
on, enter an interim order and findings, with or without a hearing, authorizing 


increases which the Commission's opinion are appropriate or necessary, 


Senator Pasrorr. And you construe that to mean that it is compul- 
ory even if the Commis ion felt that there was no increase to be 
all wed, to allow one? 

Mr. Pease. Yes, sit 

S nator Pasrore. I do not think that \ as ever intended, 

Mr. Pease. I was hoping t had not been intended, but that ce rtainly 
is the way we Interpret It, That is why I like the other one better. 

Senator Pasrore. Now, what is the next objection 4 

Mr. Prasr. It says on line 20: 

Such increases shall become effective under master tariffs or other schedules 
published to become effective on not more than 10 days’ notice. 

In other words, they could put them in effect on 1 day’s notice. which 
might upset the agricultural economic situation, the pricing, and the 
sales patterns, the distribution patterns. They could use 1 day, 5 days, 
or 10 days, which would be too short. 

The CrrarrMan. Line 16 of page 2 
says “in the Commission’s opinion.” 

Mr. Prasr. That is right, but it says they shall find an interim 
increase, 

Senator Pasrorr. “Shall enter an interim order of finding with or 
without a hearing authorizing increases,” and then you have got to 
read the rest of it 

“Which, in the Commission’s opinion, are appropriate or neces- 
sary. Therefore, if they were not necessary or appropriate, they 
would not have to render it 

The CnatrmMan. There is a negative right there. 

Senator Pasrore. All right; I disagree with you on that, but I just 
wanted your viewpoint. 

On your next one you say that the 10-day period is not a reasonable 
time / 

Mr. Prasr. It says not more than 10 days. It has got to be done 
within 10 days or lesss, on the 10th day or some earlier date. That 
does not appear to us to be a reasonable time. 

Senator Pasrorr. Do you think this thing could be done in 10 days? 

Mr. Pease. The publication of the tariff ? 

Senator Pasrorr. Yes. 

Mr. Prasr. Yes. 

Senator Pasrorr. Therefore, it is within the discretion of the ICC, 
after hearing what the situation is, to grant the 10 days. At least 
they have got enough broadness there to go up to 10 days. 
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Your argument is that there is too much discretion there, because 
under the 10-day celling they could make it 1 day ¢ 

Mr. Pease. That is right 

Senator Pastore. That is a matter of discretion, is it not? 

Mr. Pease. Discretion up to 10 days. 

Senator PASTORE. But there is enough time in LO days within which 
to act. 

Mr. Pease. Distribution of the tariffs is something else again, get- 
ting them in the mail to all the users. 

Senator Pastore. But that can be done wit 

Mr. Pease. They could be put in the mail in that time, yes. 

Senator Pastore. How much do you think that 10 days ought to be 
increased to? 

Mr. Pease. I should say 30 days. 

Senator Pasrorr. What is the next objection, Mr. Pease? 

Mr. Prasr. We rather object to the wording of this bill where it 
saVs, starting on page 1, “shall file a petition with the Commission 
certifying that they have incurred or within the immediate future 
will ineur, increases in wages, or increased costs of materials and 
supplies.” 

That should be, we believe, substantiated a little more than that. 
n the first go-around on this, the first 60 day s, the Commission has 


hin 10 days? 


7 
no discretion to use any ratemaking factors except these two that are 
enumerated here in the bill. 

Senator Pasrorre. You would not want to make it broader than that ? 

Mr. Pease. After the 60 days, then they can use the rest of the 
substantive proceedings of the act. 

Senator Pasrorr. That is right. In other words, as I see this, this 
is to apply in cases where there is an emergency situation, either where 
the costs of materials and supplies has suddenly gone up, making a 
rate Increase on an emergency basis hecessary within a lmited time, 
or the railroad might be compelled to give a wage increase which 
might throw off the entire schedule. 

There has got to be an emergency procedure, because vou are still 
leaving the door open here for your permanent disposition of the case. 

Mr. Pease. That is right. Of course, all of your ex parte cases 
since 1946 have been emergency procedures. 

Senator Pasrore. Yes; but the trouble is it has taken too long, some- 
times even a year. 

Mr. Pease. Out of the 11 increases granted, I believe some several 
of them have been interim increases. 

Senator Pasrore. Will you tell me which was the shortest and which 
one the longest ? 

Mr. Pease. Iam sure I cannot tell you that. 

Senator Pastore. In your best judgment. 

Mr. Prasr. I have the opinion Commissioner Alldredge presented 
to your committee in which he gives dates on filings and decisions. 
The first one was filed on April 14, 1946. They got an interim in 
June 1946. That was the next month. 

Senator Pastore. That is a reasonable one. 

Mr. Prase. The final decision was in December 1946. 

Senator Pasrorr. All right. 

Mr. Pease. In £e parte 166 the railroad filed a petition on July 3. 
They amended it on July 23 and they further amended it on Septem- 
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ber 5. They got an interim on October 6 and they again amended 
their petition on December 3, which means you have got to start over 
again on some things. They got an interim increase on December 29, 
another interim on April 13, and they got a final decision on July 27. 

So, the Commission appears to have been liberal with its interim 
increases, even in spite of the fact that the railroads have amended 
their original petitions from time to time. 

Senator Pasvorr. And the position you take is that they have the 
machinery, the law, and the wherewithal to dispose of these cases now 
expeditiously ¢ 

Mr. Pease. Yes, sir: I think so. 

Senator Pasrore. That is all I wanted to ask. 

The Cuamman,. Thank you, Mr. Pease, for your kindness. There 
has been a net saving of 5 minutes, and we will put your statement in 
the record. 

Now Mr. James F. Pinkney. 

Mr. Pinkney, following the procedure laid down just now and in 
comparable testimony yesterday, we will request that you be good 
enough to submit your statement for the record and sit right down 
at ease and tell us whether you are for or against this legislation and 
whether you object to 1461. 

Is that procedure agreeable to you! 

Mr. Pinkney. That is agreeable. I would like to offer my state- 
ment and the appendix that is attached thereto. 

The Cuatrman, It will be put in the record. 

(‘The statement is as follows:) 


STATEMENT OF JAMES F. PINKNEY, GENERAL COUNSEL, AMERICAN TRUCKING 
ASSOCIATIONS, INC. 


My name is James F. Pinkney. I am general counsel of American Trucking 
Associations, Inc. Our offices are at 1424 16th Street NW., Washington 6, D. C. 


American Trucking Associations is a federation of State associations repre- 
senting all types of motor carriers, both for-hire and private. 

In view of the extended record made 1 year ago on the general subject 
of the bill now pending, I propose merely to supplement the testimony we intro- 
duced last year and will, therefore, merely summarize our position with appro- 
priate reference back to the testimony of last year, where it is pertinent to the 
present bill 

We agree with the principle involved in this bill—i. e., that general rate- 
increase proceedings should be handled by the Commission with greater dis- 
patch—but we feel that the bill as presently drafted, including its amended 
form suggested by the Interstate Commerce Commission, has two serious defects. 
First, the relief to be granted in the event of the bill’s passage should be made 
available to the motor-carrier industry as well as to the railroads. Second, 
the bill should contain a provision that would prevent the use of the expedited 
procedure as a device for competitive advantage as between the several forms 
of transportation, and should prevent inequitable nonapplications of authorized 
increases to some traffic at the expense of shippers of other traffic. 

With respect to our position on the first point, which I understand is also 
the position of the water carriers and freight forwarders, there was included 
in the statement of my predecessor last year considerable data demonstrating 
that the remedial provisions of this bill must be made applicable to the trucking 
industry as well as to the railroads. (See pp. 851-852 of hearings.) Sum- 
marizing, there are two reasons. First, a competitive situation between different 
types of carriers frequently makes it impossible for one to increase the general 
level of its charges unless similar increases are permitted to competing types 
of carriers within a reasonable period of time. The second, and even more im- 
portant, reason is that relief from undue delay is even more essential to common 
carriers by motor vehicle than to the railroads, at least during periods of high 
traffic volume. As the Interstate Commerce Commission pointed out last year 
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in its statement on §. 2518, “a railroad can wait for a rate increase, without 
any permanent ill effects, much longer than a carrier by highway” (p. 1154). 
This is a position on which there now appears to be no disagreement among the 
several modes of transportation. All of the panels of the Transportation Asso- 
ciation of America, whose activities have already been described to you, agreed 
that any changes in the existing law which would permit expedited handling 
of general rate-increase matters should be made applicable to all of the forms 
of transportation regulated by the Interstate Commerce Commission. A very 
simple amendment to the proposed bills could accomplish this purpose. It would 
be necessary only to change the phrase “subject to this part,’ which appears 
in the first paragraph of both bills before you, to read “subject to the Interstate 
Commerce Act.” We urge that the committee give favorable consideration to 
this suggestion. 

Our second serious objection to both versions of S. 1461 stems from the fact 
that neither version contains any provision which would, in the interests of the 
shipper of the country as a whole, require all traffic to bear its reasonably 
proportionate share of any increase found to be necessary, or which would prevent 
the use of the contemplated procedure by the railroads as a device to gain com- 
petitive advantage over their competitors. I here refer to the practice of making 
exceptions to the general applicability of any increase authorized by the 
Commission. This practice can operate to place other transportation agencies, 
particularly the motor carrier whose business is the handling of very few com- 
modities or a single commodity, at a serious competitive disadvantage. This 
has happened in general increase cases under existing procedures. I have 
attached to my statement an exchenge of correspondence which illustrates this 
point. This shows that during the course of the proceedings in Ex Parte No. 
175, the railroads successfully countered a trucking industry proposal designed 
to prevent the use of the Commission’s authorization for selective rate cutting 
purposes. Then despite assurances given to the Commission by the railroads 
that any increase authorized initially would be made effective, this was not 
done. The Commission, relying on statements of railroad counsel, failed to 
include in its order any requirement that authorized increases should be applied 
with reasonable generality to all traffic. Under the proposed procedure, with less 
oppportunity afforded the Commission to pass upon proposed increases, we ¥ isual- 
ize even greater danger of competitive dislocations, particularly in those areas 
where the rail rates have already been sharply depressed for competitive reasons, 
as on petroleum products and automobiles. When increases are taken principally 
on noncompetitive traffic, it not only means that the small motor carrier who is 
specializing in the transportation of a single commodity cannot obtain the relief 
that he may require, but it also means that the shippers whose traffic is non- 
competitive must carry the burden of subsidizing the lower rates on the com- 
petitive traffic. 

Viewed as a whole, the trucking industry is a substantial competitor of the 
railroads, but analysis discloses that the average individual motor carrier is not. 
It is small and is dependent for its existence upon a relatively tiny portion of 
the total traffic of the country. It is sharply restricted by regulation in its oper- 
ating authority both as to commodities and to routes or areas served. On the 
other hand, the average railroad is economically infinitely more powerful, has 
a wide variety of traffic, and can maintain a destructive rate war on some par- 
ticular segment or segments of its traffic until long after its more vulnerable 
individual motor carrier competitor has disappeared. 

We are well aware that all rates cannot be increased uniformly and that many 
exceptions to the general applicability of an authorized increase are appropriate 
in this highly complex economy of ours. However, we feel very strongly that the 
Commission should at least have the opportunity to examine proposed exceptions 
to make sure that they follow approved and proper patterns; and particularly 
to see that they are not a part of a selective rate cutting program 

We propose as the solution a simple and fair addition to the bill. A section 
should be added which could read as follows: 

“Petitions filed under this section shall be accompanied by an exhibit showing 
any proposed exceptions to the uniform application of the proposed increase 
and the Commission’s interim order shall authorize such exceptions, as in its 
opinion, are justified.” 

The effect of this change would be simply to require the proponent of a gen- 
eral rate increase to specify in advance the exceptions it intends to make to 
the general applicability of the increase if granted. It will not operate to pre- 
vent the making of proper exceptions, nor will it prevent the carrier or carriers 
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involved from later proposing tariff reductions in accordance with present pro- 
visions of the Interstate Commerce Act. However, if such reductions are later 
proposed, the carriers involved and the shippers would have the protection of 
existing suspension provisions of the act in the event they appear to be unreason- 
able, or otherwise to contravene the national transportation policy. 

Next, may I comment briefly upon the remarks heretofore made by the repre 
sentative of the Transportation Association of America You have heard how 


irge groups of representatives of all of the transportation agencies of America, 
s well as the users of that transportation and those who invest in it, have worked 


on the problem before you today. Out of those discussions has evolved a policy 
tatement favoring the principle that general rate increase matters should be 
handled with greater dispatch by the Interstate Commerce Commission. The 
trucking industry is in accord with that policy statement as written and believes 
that it points the way to a solution which is in the public interest and which 
will be acceptable to all of the interested parties, with the possible exception of 
the railroads 

Turning next to the amendment in the nature of a substitute which was intro- 
duced by Senator Tobey on April 29 and which is based upon the suggestion made 
by the Interstate Commerce Commission, it seems to us that the changes pro 
posed constitute an improvement over the language in the original S. 1461. ‘To 
general statement of approval I would like to make one exception, The 
amendment contains on page 2, commencing at line 14, a detailed listing of the 
factual data which must be inserted in any petition filed Assuming the bill 

ide applicable to forms of transportation other than railroads, it may he 
that the Commission would wish to prescribe rules which would differ in the 
case of motor carriers or of water carriers. It is my suggestion, therefore, 
that the detail in the bill be omitted and that there be substituted therefor a 
statement that the petition should contain such information as the Commission 
might by its rules require in connection with applications for general rate in 
creases We believe that it would be a mistake to fix by rigid legislative lan- 
guage the exact data required in these proceedings. I am not quarreling with 
the right of the Commission to request such data but merely believe that some 
tle hilitv should be left at this point 

Finally, with respect to the merits of the central idea of this bill, I am not 
unmindful of the point that has been made by the Interstate Commerce Commis 

on that the bill would have no value in normal times or in periods of economic 
tability Furthermore, I am aware of the fact that we may be entering into 
such a period at the present time, in fact, I sincerely hope that we are. However, 
I do not share the Commission’s optimism with respect to the foreseeable future. 
Neither do | believe that remedial legislation designed to prevent inflation in 
time of an emergency would necessarily operate to protect the regulated carriers 
from troubles such as those they have had during the past 7 or 8 years. The 
international situation has only recently taken a very ominous turn in south- 
east Asia, and our fond hopes for a more stable world in the immediate future 
could easily be blasted in a moment were the Communists suddenly to shift from 
their present tactical deviation from basic strategy. In such event, the carriers, 
and particularly those in the trucking industry, which operates on such a nar- 
row operating ratio, could again find itself overnight in serious trouble. Legis- 
lation such as that here proposed might easily become a matter of critical 
importance to the motor carrier industry. 

It is not our desire to weaken the controls of the Interstate Commerce Com- 
mission over American transportation, nor is it our desire or intent to be critical 
of the Interstate Commerce Commission which has our sympathy in the financial 
plight in which it now finds itself. However, as I believe even the Commission 
itself must admit, it is now so seriously understaffed and underfinanced that 
expedited action has become virtually an impossibility in most major proceedings 


before it 











AMERICAN TRUCKING ASSOCTATION, INC., 
OFFICE OF THE GENERAL COUNSEL, 
Washington 6, D. C., May 2, 19852. 
Ek. H. Burgess, Esq., 
Chief Counsel for Railroad Petitioners in Ex Parte 175, 
B. &. O. Building, Baltimore 1, Md. 

Dear Sirk: You will recall that American Trucking Associations, Inc., urged 

the Commission to condition any revenue increase granted in Hr parte No. 175 
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by a requirement that no exceptions be permitted in establishing the approved 
increases. 

The railroad’s brief on further hearing, filed February 23, 1952, refers to the 
ATA position, and quotes the response of rail counsel, as follows (vol. II, p. 5): 

“Mr. Chairman, if there is any doubt about the position of the carriers, I 
would like to clarify it now by saying, we are here seeking authority, and it is 
our purpose to make use of the authority and publish all of the rates that are 
allowed, in this proceeding. We’ve stated that, I’m sure, on this record” (Tr. 
6725-6726). 

At the oral argument on February 29, 1952, counsel for ATA stressed the need 
for imposing some such condition, in order to prevent the railroads from indulg- 
ing in selective rate cutting by the simple procedure of eliminating the applica- 
tion of the general increase on particular segments of their traffic. Attached 
hereto is a copy of the colloquy between ATA counsel and several of the Com- 
missioners on this point, marked appendix A. We believe this discussion clearly 
indicates that the Commission relied on the railroad’s unequivocal promise to 
apply the full amount of any general increase granted to all of their traffic. The 
discussion at page 56 of the Commission’s report dated April 11, 1952, strengthens 
this conclusion. 

Despite the unqualified pledge to apply any increase granted in Ex parte No. 
175 across-the-board without exception, we now tind that the railroads have 
specifically provided for nonapplication of the increase to numerous basic rates 
on petroleum and its products, as noted in appendix B attached hereto. We 
have made no check, and are not presently informed, as to whether like excep- 
tions have been made on other competitive traffic. 

In order to obviate, if possible, the necessity of taking remedial action, we 
would appreciate your advice as to whether the failure to apply the increases 
authorized in the instances cited was due to oversight or error in tariff publica- 
tion and, if so, what corrective action the railroads proposed. 

Very truly yours, 


General Counsel. 
APPENDIX A 


EXCERPTS FROM ORAL ARGUMENT, Ex PARTE No. 175 


Commissioner MAHAFFIE. Have you pointed out the proposals here to which 
you object, if there are any? 

Mr. Ipou. There are no proposals before you to which we object, Mr. Commis- 
sioner. What we object to is an order which is merely permissive, which will 
allow the petitioning railroads to increase those rates they think desirable, and 
to eliminate increases in cases where you have not been called upon to pass upon 
the matter at all. 

Commissioner MAHAFFIF. Hasn’t the assurance been given by the petitioners 
that any increases authorized will be initially made effective? 

Mr. Ipo.. I have heard a statement of intention, Mr. Commissioner, of what 
the railroads now propose to do. I see no way in which that statement of 
intention is binding upon the railroads if between the time the statement is made 
and the time the increases are to be published, they change their mind in the 
matter (Tr., pp. 8491-8492). 

* ca oe * * * * 

Commissioner ALLDREDGE. I think I see what you mean, but I don’t follow the 
ultimate effect of it. You perhaps mean that we should attach a condition that 
the order of approval must be treated as a unit, that it must be accepted in whole, 
or not at all? 

Mr. Ino. Yes, sir. 

Commissioner ALLDREDGE. But what I can’t follow is, assuming that the carriers 
do publish these rates by treating the order—publish the increases, and treat the 
order as a whole. Then how would we hold them, those increases in effect in 
the future? 

Mr. Ipot. They would not be held in effect in the future, Mr. Commissioner. 
if the railroads proposed reductions in them that would then follow a normal 
course of procedure. 

* * * * “ ‘ * 
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Commissioner ALLpREDGRE. Well, another question that bothers me is, I haven’t 
understood that there have been any exceptions heretofore to the initial publica- 
tion of these rates 





* a » 


Mr. Ipou. I have one example before me. I think there have been others. 
For example, in your last proceeding you had two noted exceptions. The rail- 
roads there indicated their intention not to apply the increase on an automobile 
rate from Evansville to St. Louis, and on certain coal rates. 

Commissioner ALLDREDGE. Those were in the petition? 

Mr. Ipo.. Those were in the petition, and we would have no objection to any 
such exception noted in the petition being taken care of. 

Commissioner ALLDREDGE. Can you give me an example of the failure of the 


carriers to make an initial publication of these increases? 

Mr. Ipo.. Yes, sir. The report of division 8, in Southwestern Tank Truck 
Carriers yv. Abilene and Southern Railway, and others, Docket 30694, your re- 
port there notes that rates under attack in the complaint case by motor carriers 


had not been increased under your previous order in Docket 175. I doubt 
whether they will be increased at this time 

Commissioner ALLDREDGE. Aren't those cases extremely rare? 

Mr. Ipou. I think they are, sir, yes. 

Commissioner ALLDREDGE. Frankly, it hadn’t come to my attention. 

Mr. Ipo.. I doubt that they will continue to be rare, unless this Commission 
changes its past policy on the question. 

Commissioner ArircHisonN. What bothers me is suppose we are to say this 
morning our policy is changed. How are we going to implement it when what 
we do is grant the 4th section permission, and waiver of section 4? 

Mr. Ipon. My only answer to that, Mr. Commissioner, is the use of a con- 
ditional clause requiring the application of full authority. 

Commissioner ArrcHtson. All right, then if there is a violation of that, we 
have to have a hearing on the record under section 15 of the act, before we can 
make an order to cease and desist 

Mr. Ipow. Yes, sir. 1 doubt if you would [have to] make such an order; the 
necessity to enforce it would [not] arise 

Commissioner ArrcHtson. Do you think there is any necessity to make the 
order when we have the assurance on this record 

Mr. Ipou. Yes, sir; I do 

Cominissioner AITCHISON. In other words, you think somebody is lying? 

Mr. Ipo.. Sir’ 

Commissioner A1rcHison. You think somebody is lving? 

Mr. Ipo.. I don’t say anybody is lying. I think the counsel for the railroads 
made their statement in good faith. They have made a statement as to the pres- 
ent purpose of the railroads; it is no guaranty, as I see it. 

Commissioner AITCHISON. I presume when they make that statement they 
make it as a statement of continuing purpose, to get those tariffs in. I don’t 
think they were making that statement as of Wednesday morning, or whenever 
it was, but it was of the time our order becomes effective. 

Mr. IpoL. I would hope that would be the case, Mr. Commissioner, but I see 
no assurance of it. 

Commissioner ArrcHIsoNn. Is there any doubt in your mind about it? 

Mr. Ipon. Yes, sir; there is. 

Commissioner A1rTcHrson. There is none in my mind (Tr. 8493-96), 


APPENDIX B 
C, A. SPANINGER, AGENT—FREIGHT Takirr 16—C, ICC No. 1253 


Effective rates excepted from application of Ex parte 175 increases in tariff as 
amended are as follows: 


Tariff proper 

On pages 308 to 306, rates from Chattanooga, Tenn., to destinations in Alabama 
and Georgia, bearing encircled reference marks “124” or 125.” 

On pages 450 to 454, rates from Paducah, Ky., to destinations in Tennessee; 

nd from Panama City, Fla., to destinations in Florida and Georgia, bearing 
encircled reference mark 124.” 
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Supplement No. 12 


On page 10, rates bearing reference mark “x” fro Panama City, Fla., to 
destinations in Georgia. 
Supplement No, 28 

On page 41, rate from New Orleans, La., to Stevenson, Ala., bearing reference 


mark ‘‘f.”’ ; E . 
On page 42, rates from New Orleans, La., to destinations in Tennessee, bearing 
reference mark “e.” ; 
On page 43, rates from Panama City, Fla., to destinations in Alabama, bearing 
encircled reference mark “124.” 


Supplement No. 32 
On page 6, rate from Rogerslacy, Miss., to Jasper, Tenn., bearing reference 
mark ‘‘e.” 


J. P HAYNES, AGENT—TARIFF No. 252-B, I. C. C. No. 1430 


Effective rates bearing encircled reference mark “z,” excepted from applica: 
tion of Ex parte 175 increases in tariff as amended, are as follows: 


Supplement No. 147 
On page 46, rates from group 23 (San Diego) to destinations in California. 


Supplement No, 153 

On pages 7, 8, 10 to 12, rates from group 1 (San Francisco) to destinations 
in Arizona and New Mexico. 

On pages 16, 17, 19 to 22, rates from group 2 (Oakland) to destinations in 
Arizona and New Mexico. 

On pages 28, 29, 31 to 33, rates from group 6 (Coalinga) to destinations in 
Arizona and New Mexico. 

On pages 35 to 38, 40, rates from group 9 (Bakersfield) to destinations in 
Arizona and New Mexico. 

On pages 42, 43, 45 to 47, rates from group 11 (Taft) and group 12 (Harper- 
town) to destinations in Arizona and New Mexico. 

On pages 61 to 66, rates from group 22 (Los Angeles) to destinations in Ari 
zona and New Mexico. 


Supplement No. 157 

On pages 6 to 10, rates from group 1 (San Francisco) to destinations in 
Arizona, Nevada, and Utah. 

On pages 11 to 16, rates from group 2 (Oakland) and group 3 (Lyoth) to 
destinations in Arizona, Nevada, and Utah. 

On pages 16 to 18, rates from group 5 (Sacramento) to destinations in 
Nevada and Utah. 

On pages 19 to 23, from group 6 (Coalinga), group 7 (Hanford) and group 
8 (Mopeco) to destinations in Arizona, Nevada, and Utah. 

On pages 23 to 27, rates from group 9 (Bakersfield) to destinations in Ari 
zona, Nevada, New Mexico, and Utah. 

On pages 28 to 33, rates from group 10 (McKittrick), group 11 (Taft), and 
group 12 (Harpertown) to destinations in Arizona, Nevada, and Utah. 

On page 33, rates from group 22 (Los Angeles) to destinations in Arizona. 


Supplement No. 167 
On page 2, rates from group 1 (San Francisco) to destinations in Nevada. 
On page 3, rates from group 2 (Oakland) to destinations in Nevada. 
On page 3, rates from group 5 (Sacramento) to destinations in Nevada. 
On page 6, rates from group 22 (Los Angeles) to California and Arizona. 
On pages 7 to 9, rates from El Paso, Tex. to Arizona and New Mexico. 


Supplement No. 171 

On page 2, rates from group 1 (San Francisco) to destinations in California 
and Oregon. 

On page 38, rates from group 2 (Oakland) to destinations in California and 
Oregon. 

On page 8, rates from El Paso, Tex., to destinations in Arizona, 





AMENDMENT TO INTERSTATE COMMERCE ACT 


COMMITTEE OF Col POR PeTITIONING RATLROADS 
IN Ex Parte No. 175, 
Washington 6, D. C., June 17, 1952. 
WGAR S. por, Esq., 
General Counsel, fmeri¢ ; Trucking Associations, Ine., 
Washington 6, D.C. 


Dear Str: I have previously acknowledged your letter of May 2, 1952, in the 
pa graph of which you ask whethe nonpublication of Huw parte 175 in- 






eases on certain rates applicable to petroleum traffic was due to oversight or 
ror I advised that a further reply would be made when the necessary factual 
ormation had been devel yped 

Before dealing with that question, 1 want fo comment briefly on the following 


statement in the opening paragraph of your letter: 

“You will recall that American Trucking Associations, Inc., urged the Com- 
mission to condition any revenue increase in #.r parte 175 by a requirement that 
no exceptions be permitted in establishing the approved increases.” 

I do recall that contention It has been advanced conventionally by your or- 
ganization in postwar general revenue proceedings of the railroads and consist- 
ently not adopted by Commission 

From a legal standpoint, it has long been settled that the Commission’s author- 
izations in proceedings of this character are permissive and not mandatory. 
ametrically opposed to those provisions of the Interstate 





Your contention is d 
Commerce Act expressive of the national interest in affording the railroads an 
opportunity of earning revenues which will enable them to provide transportation 





facilities and services adequate to the needs of the commerce of the United States 
and of the national defense. It would distort the relief contemplated by such 
provisions into an inconsistent and unfair protective straitjacket for the benefit of 
competitive transportation interests 

I should observe, in all fairness, that the same considerations apply with equal 
force in proceedings in which motor carriers secured general rate-increase au- 
thority from the Commission. You will recall that motor carriers which you 
represent have entertained this view with respect to general rate authorizations 
received from the Commission and have felt free to determine to what extent they 
would initially publish or subsequently retain authorized increases 

In view of the untenable character of your basic position in this proceeding, 
it follows that the related question presented in your letter is legally irrelevant. 
Nevertheless, 1 do want to comment specifically in this reply on the rate situ- 
itions to which you have referred. 

Dealing first with the designated rates on petroleum traffic in the Southeast, 
I respectfully direct your attention to the testimony of Mr. H. H. Simms, general 
traflic manager of the Atlanta & St. Andrews Bay Railway Co., on pages 392 
ov9 of the transcript in Bx parte 175. This testimony clearly indicates that 
because of competitive conditions no increases authorized in Br parte 175 would 
be applied on petroleum rates to which the Atlanta & Saint Andrews Bay Railway 
Co. was a party. A somewhat similar situation existed in respect to petroleum 
rates involving the Nashville, Chattanooga & St. Louis Railway, except that its 
representatives did not testify at the hearings in Hr parte 175. However, prior 
to the recent hearings, that road had taken independent action in not apply- 
ing any part of the previously authorized Lv parte 175 increases to certain of 
its rates, and the published tariffs so indicated. General notoriety also was 
given to the situation pertaining to petroleum traffic in certain portions of the 
Southeast by the pendency at the time of the final oral argument in Ev parte 175 
of a suit brought by the railroads before a three-judge Federal court in Mont- 
vomery, Ala., to enjoin the order of the Commission entered in I. and S. Docket 
"710: Petroleum Rates Between Points in the South. 

Dealing now with the situation in the West, it is pertinent to observe that the 
tems cited on pages 2 and 3 of appendix B to your letter were the subject of 
investigation in I. and 8. 5028 and I. and S. 5908. These investigations were 
brought about by protests of trucking interests against reductions in railroad 
petroleum rates in the Pacific coast area, and the Commission, after extended 
hearings, prescribed certain relationships between rail- and motor-carrier rates. 
\t the hearing in I. and 8. 5828, at page 345 of the transcript, and in I. and S. 
5908, at pages 779-780, it was specifically stated by counsel for the railroads that 
the rates under suspension, or any rates resulting from those investigations, 
would not be subject to any Ex parte 175 increases. 

In view of the foregoing, it is apparent that the trucking interests which you 
represent have been fully advised for some time that the rates referred to in 
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your letter would not be increased under permissive authority granted in Bv parte 
175, for the position of the individual railroads concerned was a matter of 
public record. Consequently, they already know the answer to the question 
posed in your letter as to whether such action was “due to oversight or error in 
tariff publication.” 

It is ttue I stated that the railroads intended to publish the increases author- 
ized. Subsequent action on their part in raising the whole rate structure, except 
in a relatively insignificant number of instances, has substantially confirmed what 
was said. I, of course, sincerely regret that I did not recall Mr. Simms’ testi 








mony and was not advised of the other instances when I made my statement. 
But it is not surprising that an inadvertent occurrence of this character should 
take place in a proceeding of the magnitude of Ev parte 175, which covered 
such a long period of time and involved numerous individual interests and multi 


tudinous rates, 
Yours truly, 
E. H. Buraess, Chief Counsel. 


AMERICAN TRUCKING ASSOCIATIONS, INC., 
OFFICE OF THE GENERAL COUNSEL, 
Washington 6, D. C., June 27, 1952. 

0 Members of the Interstate Commerce Commission 

DEAR Sirs: I enclose a copy of the reply of Mr. BE. H. Burgess, chief counsel 
for petitionmg rail ouds in # art \e 175 to m letter of May 2, 1952. 

Briefly summarized, Mr. Burgess’ reply first argues that ATA’s basic posi- 
tion in Bx parte No, 175 is untenable, and next concluded that the question pre 
sented by my letter is legally irrelevant. 

Mr. Burgess then treats with the particular rate situations called to his 
attention, says that the railroads concerned have made their individual positions 
known in this and other proceedings, and concluded “that the trucking interests 
which you represent have been fully advised for some time that the rates re 
ferred to in our ietter would not be increased under permissive authority granted 
in He parte 172.” 

he last paragraph of Mr. Burgess’ letter finally gets around to the issue raised 
by my query of May 2: 

“It is true I stated that the railroads intended to publish the increases author 











ized. Subsequent action on their part in raising the whole rate structure, except 
in a relatively insignificant number of instances, has substantially confirmed 
What was said I, of course, sincerely regret that I did not recall Mr. Simms 
testimony and was not advised of the other instances when I made my state 
ment. But it is not surprising that an inadvertent occurrence of this character 
should take place in a proceeding of the magnitude of Ev parte 175, which 


covered such a long period of time and involved numerous individual interests 
and multitudinous rates.” 

I respectfully submit that this is not an answer. While Mr. Burgess may not 
have been personally acquainted with the intention of certain railroads not to 
apply Bw parte No. 175 increases, other members of ; 
certainly were advised in the circumstances and their names appeer on the 
brief in which his statement was reproduced. 

The situation is clear-cut Counsel for the railroads avoided any argument 
on the merits of ATA’s position in Ea parte No. 175 by making an unequivocal 
promise, which, if carried out, would have eliminated any factual basis for 
consideration of the matter by the Commission. 

The Commission took the promise of railroad counsel at face value, as is 
Clearly indicated by comments of individual Commissioners during oral argu 
ment, and by the discussion at page 56 of the Commission’s 

It is now too late to remedy the damage. The general iner 
the exceptions are established, and extended litigation will be required on the 
part of the motor carriers directly affected before any corrective action can 
be taken as to rate levels. However, ATA sincerely hopes that the Commission 
will not again be led astray by “statements of intention” and that consideration 
will be given to the merits of this issue when it is next presented. 

One step can, and we think should, be taken immediately. Many proposals 
are now before the Commission for elimination of all or a part of the Ex parte 
Vo, 175 increases on particular movements. In at least one case that has been 
brought to our attention, special permission was granted for publication of a 


nis committee of counsel 





are eflective, 
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tariff removing the Lr parte No. 175 increase on automobiles moving via lake 
rail routes from Detroit to the Twin Cities. The sixth section authority allowed 
this publication to become effective May 7, on 5 days notice, and it was in effect 


before the competing motor carriers knew anything about it. We submit that 
the Commission’s general policy against giving short-notice authority for the 
publication of competitive rate reductions should be rigorously enforce ad, so that 


competing motor carriers may at least have the opportunity of presenting theil 
objections and having them considered by the Commission 
Respectfully, 


General Counsel. 


Mr. Pinkney. The trucking industry favors the principle in this 
field. We believe that there should be legislation which would cause 
the Commission to act with greater dispatch in these increased-rate 
procee dings. 

Our objections to the present bill are twofold and are objections of 
omissions from that bill, sir. We feel very strongly, first, that the 
bill should include other forms of transportation than rails. We 
feel that the motor-carrier industry requires this time of extraor- 
dinary remedy to an even greater degree than the railroads. 

The Cuarrman. I should assume that when and if this bill were 
enacted and it affected the railroads and the policies applied and it was 
shown that it worked out, that it would be perfectly natural for the 
truckers and any other form of transportation to come in and say, 
“Me too.” 

Mr. Pinkney. The damage might be done by that time. We feel 
that it would be far better if at the same time these remedial pro- 
visions were made applicable to the trucking industry and, as I 
understand it, the fre ah forwarders, as indicated yesterday, and the 
water carriers would do likewise. 

A very simple amendment would do that. It was suggested by 
Mr. Maury yesterday. I also suggested it in my statement. That 
is to change the word “part” to “act” or “parts of this act,” in the 
first part of the bill. 

Senator Pasrore. In other words, the presentation that you make 
now is to the effect that you are in no different position than the rail- 
roads or the common carriers ¢ 

Mr. Pinkney. That is correct. 

Our second and more serious objection to the bill as it is presently 
written is the omission therefrom of a provision that is contained 
in the Transportation Association of America proposal, and which 
our industry supports. That is, that there is no provision in there 
having to do with the general applic: ability of rates that may be 
authorized under one of these increased rate procedures. We do not 
take the position that if a 15-percent rate increase is authorized it 
must apply across the board, but we do take the position that there 
should be some simple provision, and a simple one can be provided 
in the bill, which would permit the Commission to examine at the 
same time it examines the other factual data presented the proposed 
exceptions that carriers intend to make to the general applicability 
of an authorized rate increase. 

Senator Pasrore. Give me an example of that, please. 

Mr. Pinkney. For example, sir, if the Commission authorized, let 
us say, a 15 percent rate increase for the railroads, the general rule 
would be that the 15 percent would apply to all traffic. 
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Now, many exceptions will be made from that on certain commodi 
ties. The railroads may only apply or we may only apply 5 percent 
or 10 percent to certain types of traffic. We feel, however, that when 
those exceptions are to be made that they should be specified in the 
petition so that the Commission can look upon them and examine 
to see whether or not they are justified. 

What we fear, sir—and with some reason—is the proposition that 
rates will be held down for purely competitive purposes. You may 
have a situation like this: The rates, for example, on petroleum are 
greatly depressed at the present time. I refer to the rail rates and, 
accordingly, the motor carrier rates. A 15 percent increase becomes 
necessary for revenue purposes. The motor carrier transporting that 
petroleum transports no other commodity. If the railroad fails to 
move up its rates on petroleum by 15 percent but gains its additional 
revenue by increasing 15 percent on the other Seegen ee oat which then 
carry the burden of the increased revenue, the motor carrier is put 
in very grave jeopardy. He cannot continue because his costs have 
gone up too, but he is unable to raise his rates because the rails have 
held theirs down on that proposition. 

Senator Pasrorr. Let me ask you a question at this point, which is 
a very interesting point that you have raised, and I would like to have 
it answered either by yourself or by the counsel. 

When rate increases are granted by the ICC to a common carrier, 
does not that common carrier have to render a schedule of new rates 
that has to be approved, ordinarily, by the ICC? 

Mr. Prnxney. Ordinarily, yes. 

Senator Pastore. If you are not sure, just say so 

Mr. Pinkney. I am not sure on that point, when you say ordinarily. 

Senator Pastore. In other words, what you are driving at is this: 
It is absolutely important on this increase in rates to specify where 
the increase is going to be placed and on what category. Otherwise 
there may be unfair competition. 

Mr. Pinkney. That is correct, sir. There are two things that can 
happen on that. 

Senator Pasrorr. That was the point that was made by the first 
witness that we heard here today, that it has to be spread across the 
board. 

Mr. Pinxnry. Yes, sir. 

Senator Pasrorr. You agree with that? 

Mr. Pinkney. I agree with the principle. That is the TAA pro- 
posal and we agree with that fully. We think that is the reasonable 
approach to solve that problem. 

Senator Pastore. As the law now stands and if S. 1461 were en- 
acted, you say that the ICC has no authority at this moment to do 
what you have just said it should be able to do? 

Mr. Pin NKNEY. I would be inclined to say that it would not have 
that authority, sir. The authorization would be a permissive one and 
it would be scabibibe as it has been in the general rate increase pro- 
ceedings before the Commission, for the carriers in publishing their 
tariffs to hold down certain rates and apply the increase on others. 
We would like some protection against that. 

There are two points involved here, sir. Of course, I speak for the 
trucking industry and our interests, particularly the automobile mov- 
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ers, the petroleum movers, those men who handle only one or two com- 
modities and who are vitally concerned with it. A subsequent wit- 
ness will give vou some more definitive facets on that. 

The second thing, of course, is that when that happens the shippers 
on whose freight the full increase is taken have to bear the burden 
for the other trafhic. 

Senator Pasvore, Within the time limit provided in 1461, do you 
think the Commission would have enough time to go into such exhaus- 
tive detail / 

Mr. Pinkney. Yes, sir; I do. It would be quite a simple matter 
I think, Senator. We would propose an amendment. May I read it, 
sir 

An additional section to the act would read: 

Petitions under this section shall be accompanied by an exhibit showing any 
proposed exceptions to the uniform application of the proposed increase, and 
the Commission’s interim order shall authorize such exceptions as, in its judg- 
ment and opinion, are justified. 

Senator Pasrore. In other words, where the increase is going to be 
placed would be part of the original petition ¢ 

Mr. Pinkney. That is right, sir, and there would bea list. It would 
be a very simple thing to examine that and ascertain those which did 
not conform to a routine pattern of revenue increases but did conform 
toa very familiar pattern of competitive holddowns. 

Senator Pasrorr. I think that is a good idea. 

Mr. Pinkney. We believe it is a very fair idea, sir. We recognize 
that there will be exceptions, normal exceptions. We think it will 
preserve the competitive relationships as they should be preserved in 
a revenue measure. 

These will not be rate fights. They are purely for revenue purposes. 
It will not place too great a burden on the proponents of the bill. 
We feel very strongly that that must be an essential part of the bill. 
It will require only a very simple addition, such as the amendment I 
have just suggested. 

Senator Pastore. Where would you insert your amendment ? 

Mr. Pinkney. It could come right at the end of the bill, sir. Asa 
niatter of draftsmanship, it might well be broken into two parts and 
included in the body of the bill, and I would be glad to suggest that 
you submit such an amendment later, sir. 

The Cuarrman. I think, Senator Pastore, this demonstrates the effi- 
cacy of the plan we are working under this morning. It brings out 
much more in the way of constructive ideas. 

Senator Pasrorr. That is right; we find what these witnesses are 
interested in without reading a 16-page speech. 

Mr. Pixxney. With respect to 1461 and the proposed substitute, 
I would say that we believe that many of the changes suggested by 
the Interstate Commerce Commission have considerable merit and 
deserve serious consideration, changes in 1461. To that I make one 
exception, and that is, I agree with the gentleman who went yester- 
day, Mr. Franklin, and also Mr. Fort, that it would probably be a 
mistake to include in the bill that detailed list of things that must be 
submitted with a petition. 

For example, if you do include motor carriers and water carriers 
in this field, it may well be that the Commission would require data 
other than those specified in that bill. We think it would be far wiser 
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tomerely have the bill specify that the petition shall contain such data 
as the Commission may by its rules require, and then let the Commis- 
sion decide what it must have in these matters. We think there is too 
much detail in that Commission bill. 

The Carman. There is a fine degree of amity between the truckers 
and the railroads, is there not ¢ 

Mr. Pinkney. Yes, sir, at times. 

The Cuairman. In other words, there is an aura of good feeling? 

Mr. Pinkney. Yes, sir. 

The Cuarmman. Thank God for that, and I say that reverently. 

Mr. Pinkney. I think enough has been said on the actual merits of 
this thing. I would like to just add one brief comment. 

We are not unmindful of the fact that the Commission has pointed 
out that we may be entering into a period of economic stability and we 
sincerely hope that is true, but we do not share the Commission’s opti- 
mism that it is necessarily true. It seems to me from reading the news- 
papers lately we have still got a rather tense international situation on 
our hands. We could find ourselves placed back in the position we 
were in back 5 or 6 or 7 years ago very quickly and suddenly. I do not 
believe normal Government controls would operate to protect the 
regulated carriers, and I include all of them, from sharp increases in 
prices. Therefore, we believe in the merits of this principle, that this 
legislation, even though it may not be used, might well be on the books. 

The Cnamman. Do you agree with a statement I made at a railroad 
meeting in Cleveland the other night where they asked about the Inter- 
state Commerce Commission and I said what they needed was an injec- 
tion of a few hormones? 

Mr. Pinkney. I think a few dollars and people would also help. 

The Cuatrman. It would help some Senators, too. 

Thank you for your kindness. We have enjoyed having you 
with us. 

Mr. Prnxney. I have enjoyed being here. 

The Cuatrman. Now Mr. Samuel Fraser. He is executive vice 
president of the International Apple Association. Under his aegis, 
many years ago, Eve offered the apple to Adam. 

It has been a long time since I have seen you. I recall in 1933 and 
1934 when you came down to the Agriculture Committee of the House 
and I was a member then. I am glad to see you again. 

Mr. Fraser. Thank you, Mr. Chairman. 

I appear on this matter with the advice that I may supplement my 
statement. This statement was written with that in view. 


STATEMENT OF SAMUEL FRASER, EXECUTIVE VICE PRESIDENT, 
INTERNATIONAL APPLE ASSOCIATION 


My name is Samuel Fraser. I am executive vice president of the 
International Apple Association, 1302 18th Street NW, Washington 6, 
D.C. 

I am advised that the present statement is to supplement the one 
I made the last session of Congress on 8. 2518, although this is a new 
approach. 

If that testimony is not included, then I would advise that the pro- 
posals contained in this legislation are inflationary and so fraught 





— 


is AMENDMENT TO INTERSTATE COMMERCE AC1 


with danger that if applied to ‘other firms or industri ies, it would mean 
that prices would be geared to an inflationary spiral which would not 
cease until we were overtaken by disaster. 

If an increase of 10 percent was written into effect for all rail car- 
riers, then based on the revenues of class I railroads for 1952 as fur- 
nished by the Bureau of Railway Economies Association of American 
Railroads, May 1, 1953 (gross freight revenue $8,789,283,965; gross 
passenger revenue $906,184,580; total gross revenue from all trans- 
portation services $10,581,418,143), it would exceed a billion dollars, 
all made applicable on 10 days’ notice. 

The example set would have far-reaching consequences. 

The danger of pricing one’s self out of business is ever present. It 
is rather striking to have the Secretary of Agriculture seeking to in- 
culeate into the minds of farmers the danger of pricing one’s self out 
of a market, and then to read this provision to enable rail carriers to 
do that = ry thing. 

Page 1, lines 6, 7, 8, 9: The amendment applies to any common car- 
rier sub rer to this part of the law—the proposed adjus tments for 
regions, districts, or other appropriate groups. There is no definition 
of the word “appropriate.” We do not know what segment of our 
economy will be affected, whether the application may come from 
Texas, the Northwest, Florida, or a potato-shipping area in Maine, 
and I am addressing myself to fruits and vegetables in general. 

When one considers the vast amount of change which may be brought 
into the freight charge and the disruption which might attend the 
already established relationship now existing between shipping dis- 
tricts, we can visualize a marked problem in our marketing, especially 
since freight charges constitute about one-third of the total wholesale 
price of all fruits and vegetables moved by rail. 

Few commodities bear such a burden, for in the case of rail trans- 
portation with regard to the value of the goods transported, the only 
commodity paying more than fruits and vegetables i is gold. It is no 
light matter to have the rate adjustment made without hearing and 
on not more than 10-days’ notice. 

It is true that within 60 days thereafter the increases shall be sub- 
ject to further investigation, but that does not assure a change in 60 
days; it may be 6 months before a decision. Then, if the rate increase 
is not sustained, an immense amount of bookkeeping will be required 
to show the amount due the shipper, or the proper beneficiary, for the 
goods may change hands while in transit, as well as later, and there 
will be great opportunity for conflict between the grower-shipper and 
the carrier and those others in interest as to the amount which is 
finally authorized on report of the Commission as carried in the pro- 
viso on page 3. 

Weare utilizing the express company to transport many perishables 
where speed is essential so that we are equally concerned with the 
express charges as well as those incurred in the movement of freight. 
I am going to address myself, as I have indicated, to particular farm 
commodities leav ing the passenger service to others. 

The proposal (p. 2, line 6) is a general increase in rates, fares, or 
charges for the transportation of passenger or property, or both. 
Does this mean the line-haul charge alone, or does it include the pro- 
tective services and special services such as diversion, switching, stor- 
age in transit, and demurrage? 
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Does it cover leased refrigerator equipme nt ¢ 

The cn Court recently held (Supreme Court No. 258, October 
Te orm, 1952) B&h:O R. R. The United States of America, Interstate 
Commerce, and Texas C abl and Vegetable Growers and Shippers, 
opinion delivered March 16, 1953, in the case of movement of certain 
vegetables from Texas to certain points in the United States that— 

And so long as rates as a whole afford railroads just compensation for their 
overall services to the public the due process clause shall not be construed as 
a bar to the fixing of noncompensatory rates for carrying some commodities when 
the public interest is thereby served. 

In this particular case, it was alleged by carriers that— 
the rates would produce less money than it would cost the railroads to carry 
the particular vegetables covered by each rate. 

With this decision, how do we proceed with regard to estimated 
revenues and estimated costs of an “appropriate” group, and is that 
the grouping of commodities as “fresh vegetables—green,” potatoes, 
citrus fruits, deciduous fruits, ete., or does group mean area ? 

Since these charges are going to be advanced by regions or districts 
or other appropriate groups (whatever that may pron we are led 
to request the manner in which the carriers in their estimate of 
revenues and expenses (p. 2, line 3) have arrived at the need for “a 
general increase in rates, fares or charges” as carried in line 6 of 
page 2. 

ae rates and charges may be for the transportation of property 

r the transportation of passengers or both, and we are parti ularly 
concerned and interested in knowning how it has been determined 
that an increase is essential, or is there no requirement of proof and 
is it left for the carriers concerned to estimate as carried in page 2, 
line 3, and estimate revenues and expenses, and since it is to be per- 
mitted on a regional basis or district basis or some other basis, how 
is it possible for carriers to arrive at these estimates? Is their book- 
keeping system of such a character that it shows this? And is the 
Commission ready to accept one side, or is the Commission in posi- 
tion to authorize that one party to a contract shall, without further 
question except indication of a record said to be expenses and another 
record said to be revenues, both of which are to be nothing but esti- 
mates and on such predicate the charge for a business transaction? 
Is the shipper or the public to be given any consideration as to the 
equity in such a proceeding? 

Who is to decide that the manner in which the railroads are being 


- handled is honest, economical, or efficient? And what provision is 


made for this determination, for it is evidently a requirement which 
the ICC is to consider within 60 days, with or without a hearing. 
This problem has been before us all my life and was explored gen- 
erously under the La Follette investigation, to no very satisfactory 
end, in my judgment. , 

Line 15, page 2, authorized increases which, in the Commission’s 
opinion, are appropriate or, on line 17, page 2, necessary under honest, 
economical, and eflicient management. 

Is the railroad which is bankrupt or operating under receivership 
to be regarded as under economical and efficient management? True 
it may be, but had it been under economical and efficient management, 
would it be in need of increased revenue to be secured by increases 
in charges? 
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The law of contract seems to be missing in this whole approach. 
This legislation is written for one side. It is not written to include 
the angle of the shipper nor the public. 

When he makes a sales contract, the shipper assumes that rail 
transportation will be available at the time he will need it to move 
his erop, and at an established rate. Under the provisions of this 
bill, on 1 day or effective on not more than 10 days’ notice to the 
public line: Y? and 23 of p. 2), he could be confronted with an 
increase in charges on which he had not reckoned and concerning 
which he may not be heard. 

If such an approach is to be used for the benefit of the r: ail carriers, 
it would seem that the time has come to provide that shipper and 
carrier may bargain between them for a rate they deem mutually 
suitable, the only proviso being that such rate be made available to 
anyone else and with the Interstate Commerce Commission the re- 
fandecet the arrangement. 

It should be borne in mind that should increases be put into effect 

mnder this arrangement and not be sustained by the Interstate Com- 
merce Commission's findings, the bookkee ping entailed in restoring 
the erroneous collections to the proper parties would be almost terri- 
fying in their proportions. 

Not only would this multiplication of bookkeeping fall on the car- 
riers but also on the shippers and receivers, as a matter of fact, on all 
parties to the transaction. As an example, we call attention to the 
ane licity of bookkeeping i in making refund on a car of apples sold 
f. o. b. shipping point and sold and diverted twice in transit. Not 
only oe the carriers themselves have to keep proper records, but 
the first, second, and even third party to the commercial transaction 
itself. 

And this multiplicity of bookkeeping, it should be remembered, will 
apply not only to the line-haul rate but to the attendant services 
charges (protective services, demurrage, ete.) as well. 

In a district such as the Northwest (States of Washington and 
Oregon) where apples and pears form a very important item in 
transportation, if marked advances are secured under this proposed 
legislation, it might well be that the shipments of the year would be 
jeopardized. The same thing might be found applicable to certain 
districts in California or certain districts in Texas or Florida, or in 
the shipment of potatoes from Maine or Idaho where whole districts 
are keenly dependent on some particular commodity for their 
existence. 

A markup of 25 percent (as was given in 1918) in the present $1.11 
charges for a 40 pound box of apples or 3 cents per pound from 
Washington State to New York, (shipping weight is 50 pounds, net 
weight of apples may be 40 pounds, container, paper, liners make up 
difference, freight is paid on all), would require the grower to bear 
an additional charge of 30 cents a box, which at 400 boxes to the acre 
(which is required to meet present costs) means $120 an acre. 

It might easily eliminate all profit and throw the district into a 
serious financial condition, all to be done without a hearing and at the 
beginning of a shipping se: 1son with no chance for relief before 60 days 
(page 2, line 23), and no relief certain for months if the Commission 
finds necessary to investigate further. If the 3314 percent general 
intersectional advance was made available as was ordered August 
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26, 1920, the cost increase would be 40 cents per box or 1 cent a pound 
which would mean $160 an acre. 

If the 40 percent advance of August 26, 1920, effective in Official 
Classification Territory, was ordered for that area the increase would 
have been paralyzing at one time but not today, because movement 
is now almost wholly by truck. 

Further, should these advances not be sustained by the Commis- 
sion, the public would have paid for something for which they should 
never have been charged, and with no possibility of its being returned 
to them. 

These illustrations are not fanciful. We have lived through such 
and know full well the distress created. 

If the shippers, acting as a unit in such districts, show or are ready 
to show that decreases in wages are considered or contemplated and 
decreases in costs of materials and supplies are likely and that the 
downward trend is in sight, will it then be possible to ask for con- 
pensatory reductions in the present rate? If it is reasonable for one 
side, is it not equally correct to extend the opportunity to the other 
party to the contract? Why should all proposals be with regard to 
increases’ Are we never going to have any decreases? Will the situ- 
ation which occurred in 1922 never return? Will this as be 
carried to the point that rail carriers lose an even greater bulk of the 
traffic they now have in fruits and vegetables, for they have lost 50 
percent to date, due, in no small measure, to rate increases which 
forced shifts in production. 

Production which cannot meet the rail charges or transportation 
charges simply goes out of existence, and great capital losses are 
sustained. 

We have seen this happen. We saw it happen following the 100- 
percent increase which was made in rail rates during the years 1915 
to 1920. We have witnessed the marked shift in production and 
handling of fruits and vegetables in order that the cost of the haul 
to market might be met, so that the individuals could live. 

This has made it necessary to maintain production of some crops 
in regions which cannot produce them as efliciently as others, so 
that the effect on the economy of the Nation, as a whole, is injured 
and producing districts which might be expected to be heavy 
producers may lose out unless they in turn find some other means of 
handling the commodity—such as by processing, drying, freezing, or 
otherwise concentrating and so bringing it into such form that it may 
be transported at anytime without the necessity for speed which is 
found in the case of perishable fruits and vegetables. 

The Commission, in many cases, has limited rate increases on fruits 
and vegetables by fixing a specific sum of money, cents per hundred 
pounds, as a maximum. We believe that a proviso might well be writ- 
ten into this legislation that fruits and vegetables and such perish- 
able commodities shall not be included in the group to which this 
manner of increasing rates is applied, retaining the present means of 
determining rates on these commodities, namely, by application and 
following hearings. 

Finally, we would like to be advised as to what these increases apply, 
whether the line-haul, protective services, or other services which are 
used by shippers in the movement of their commodities. 
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We will assure your nomareee committee that these increases, if 
they are in line with the ability of the commodity to pay, may be 
met, but the inevitable point W iI be reached when this cost for freight 
added to the other costs for hoe. and other items make the produe - 
tion of the se foods ub profit ab le . to the loss of the rail carrier. This 
point is being reached in an increasing number of areas and regions. 

We do not view this type of legislation as helpful to the publie, 
the rail carriers themselves, and certainly not to business in gener: al, 
and we request your honorable committee to not ventana this 
bill for passage. 

Weare the most price sensitive of commodities, fruits and vegetables, 
uid the Bureau of Labor Index. We meet the problem of inflexibility 
in rates. That, I judge, is part of the trouble with price fixing any- 
way, the inability to be flexible and make a flexibility into a rigidity. 
That has led us, naturally, to try to get away from fixed rates and 
devise means of movement without fixed rates. 

In 1918 the rail carriers picked up 76 percent of the available ton- 
nage and in recent years they have gone below 50. To further pyramid 
the increased rates will only speed the movement away from rails. 

The Cuarrmwain. But you feel this timelag is a ridiculous thing 
and nonsensical and you want to see it done away with, do vou not? 

Mr. Fraser. I do not get that. 

The Cuairman. You do agree with me that this timelag is wrong 
and not necessary and ought to be done away with, do you not? That 
is, the timelag between increased costs and increased rates. This bill 
is to effect. a change in the system whereby we get rid of this timelag. 

Mr. Fraser. We would not want to L0 along with the bill as it is. 

The Cuarrman. Give us your succinct objections to the bill as 
it 1s, 

Mr. Fraser. We regard the power given to handle the situation in 
this manner as highly inflationary, which might lead off to a spark 
which would be detrimental to all. 

The CuarrMan. Then should we allow the body politic to suffer 
from wrongs just because of that apprehension on ae part? 

Mr. Fraser. I think the ability to come forward with an estimate of 
cost and an estimate of revenue and on that predicate a charge which 
is to be applicable for a period of time in which we are marketing a 
crop and beyond review is not the right approach. 

The CHarrman. You do believe that when, as, and if increased costs 
come upon the railroads of this country they ought to be justified in 
having these rates absorb that cost, do you not ? 

Mr. Fraser. I would like them to do as we are doing now with cer- 
tain ones: Arrange a rate on which they can move. It does not need 
to be compensatory under the Supreme Court decision. It may be one 
that the traffic can bear 

The CuarrMan. It ought to be just. 

Mr. Fraser. Just, if you want the business. 

The Cuamman. No; just to the parties at interest. 

Mr. Fraser. The Supreme Court says that it does not need to be 
compensatory in the recent case if the revenue of carriers as a whole 
keeps them in business. That is the reading under the Texas case 
which I have cited. In other words, where we have got specific rates 
which the commodity could endure under which the rails could get it, 
that was a justified rate. 
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Now, we want that freedom if carriers are going to move fruits and 
vegetables. For example, if you have a $1.62 rate from Florida to 
Chicago on citrus and we got a truck rate of $1.25 and then we got 
the railroads to put in a rate, I will say, of $1.20, they got the business. 
If they would put in a rate which they can meet and on which the 
commodity can move, they will get the business. If they do not, they 
will not. We cannot live otherwise. 

The CHatrMAN. You pass that rate on to your customers 4 

Mr. Fraser. The grower pays it anyway. The grower gets what 
is left. 

The CHamman. The little fellow gets it in the neck. 

Mr. Fraser. I am a grower, a farmer for sixty-odd years. I have 
been growing apples for 64 years. I know just what it means, because 
there are years—and especially 3 out of the last 4—when we did not 
meet costs. We met them last year. 

The Cramrman. How many times do you spray your apples? 

Mr. Fraser. Twelve to fourteen just now. 

The Cuarrman. Just think of it 

Mr. Fraser. Because we are shifting. All these things are shifting. 

Gentlemen, it is just this way: If you do one thing for a decade 
with an apple orchard, or if you do not do one thing, you are out of 
business anyway, because the bugs have caught up with you, and it is 
the same with rail transportation. If you try to make it so rigid that 
it is not flexible enough to meet changing conditions, the carriers 
lose out. 

The CuarrMan. You are a wise man; I feel that. 

Mr. Fraser. One hundred and forty of the freight-traffic men met 
with me in Chicago and I filed a statement showing the 30 years of 
order. We had the data for 1918 taken from the War Food Adminis- 
tration as to what was available and what they picked up. At that 
time they were picking up 76 percent of the available tonnage, and 
IT am talking now of fresh fruits and vegetables, 

The Cuatrrman. Are you in Canandaigua, N. Y.? 

Mr. Fraser. No; I am at Geneseo. 

Now they have lost it. In spite of the increase in the people and 
the increase in movement, we have been forced to so handle concen- 
trate, processed, or to dry or in some other way to maintain our pro- 
duction and avoid transportation that it has not been to the benefit 
of the country. 

For instance, the 100-percent increase in rates from 1915 to 1920 
shifted production so that they might avoid the payment of the rate, 
and it was not always that the district which should have been pro 
ducing the commodity remained in existence. 

The Cuatrman. Now let me ask you a technical question. Has 
apple planting and apple raising been overdone in this country? Is 
that the reason for the poor success the last 3 years? 

Mr. Fraser. No; I would not say that. We are shifting from poli- 
tical pressure, because we are shifting from markets we had which we 
have lost and we have no export. We used to move 22 million bushels 
inexport. Last year’s crop was 96 million. 

The CuatrmMan. Which is the better apple for commercial purposes, 
McIntosh or Courtland? I am seeking information. 

Mr. Fraser. Personally, I like Courtland. If you want me to, I will 
bring you some, but I am out just now. 
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Phe Ciamman. I want to compliment the gentleman on his perspi- 


cacity. Hle saw the innuendo there. 
Fraser. This is a real problem, Mr. Chairman. We want as 
much flexibility in our rate structure as we can get. We want as 


speedy action as we can get. We want a fair rate and we want the 
right to go on, and if we see a chan eto propose a reduction we would 
like that written in, if you are going to propose a way for writing 


hncreases, 


Phe Ciamman. [ want to get a little apple information out of 


- 


Vou. Do you use, in keeping thr ap] ples on the trees, sp raying of 
hormones to hol ithe ‘monsothey w iH not drop olf ¢ 
Mir. I'RASER. Sometimes. It depends on the variety. 


Phe Cuamman, Does it work pretty well / 
Mr. Fraser. You do not help yourself on that. It depends on what 
you are oe Y On. You miay have destroyed your ability to hold 


Chenis; so we » beginning to look on that with a degree of question. 
Sometimes we 2 and sometimes we may not. It depends on whether 
we want them for holding or whether we want them for quick sale. 
There are a lot of shifts that have come into the picture. 

The Ciamrman. Have you got the apple fraternity so educated to- 


day that they have done away with the old Ben Davis? 

Mr. Fraser. The Ben Davis has a place. It is a fine cooker and it 
will always deliver. 

The CHarrMan. Its place isin the pigpen; is it not ? 

Mr. Fraser. It will be intact when you get it 6,000 miles away. 

The Cratrman. But no flavor. 

Mr. Fraser. Well, that depends on taste, you know. 

The Cuairman. Give me an old New England Northern Spy any 
time, 

Mr, Fraser. There are only 2 million of them. They have only 2 
percent of the production now. 

The Cuatrman. They are the best pie apple in the world; is that not 
right ¢ 

Mr. Fraser. It is very good, but again taste depends on the individ- 
ual. It depends on not necessarily the one next door. 

The Cuatrman. That is true of legislation, too. 

Thank you, Mr. Fraser, for your kindness. 

Now we come to Mr. R. E. Beiser. 

Does the National Automobile Transporters Association agree with 
S. 1461? 

Mr. Beiser. I agree with you that 16 pages of reading would 
he aga us and I do not read too well anyway. 

The CHarrman. And awfully tiresome. You go ahead and pick 
them out. 


STATEMENT OF R. E. BEISER, NATIONAL AUTOMOBILE 
TRANSPORTERS ASSOCIATION 


Mr. Betser. Mr, Chairman and members of the committee, my 
name is R. E. Beiser. I am general manager of the National Auto- 
mobile Transporters Association, Inc. Our address is 2627 Cadillac 
Tower, Detroit 26, Mich. Our association is the national ABest 
tive of common motor carriers throughout the country who specialize 
in highway transportation of motor vehicles and parts thereof. 
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—— sincerely appreciate this opportunity to offer our views on 

. 1461 

The avowed purpose of S. 1461 is to eliminate delavs now encoun- 
tered by the railroads in making general rate increases to offset un 
avoidable Increases 1h operat ing costs, 

Testimony is being offered on this bill by James S. Pinkney, general 


counsel of American Tru king Associations, Ine.. 1h behalf of the 
entire trucking industry. 

Mr. Pinkney suggests amendment to S. 1461 which would allow all 
common carriers an opportunity to obtain needed relief from delays 
in raising their rates, and we concur in this proposal. The American 


Yr 
Trucking Associations also propose an amendment designed to pre 
serve in the Interstate Commerce Commission the regulatory power 


necessary to protect the public against unreasonably high charges on 
noncompetitive traffic. and to protect other carriers acval ist destrue- 
tively depressed rates on competitive business. We concur in prin 


ciple but believe the proposed amendment will not accomplish the 
desired result. 

Last year this committee had before it a eieniar bill entitled Sen 
ate bill 2518. At that time the American Trucking associations pro 
posed an amendment which would permit carriers to take advantage 
of the — procedure only aiter a prior finding by the Com- 
mission “that any propos sed increase in fre i@ht rates or charge s will 


1 


ap yply +0 all kinds and classes of crea traflie handled by the pet tition- 
ing carrier or carriers so that each kind and class will bear its pro- 
potionate share of the increase.” We supported this proposed amend 


ment and we still support it. We believe that the new proposal of 


the American Trucking Associations is so watered down that it will 
provide no ssehabtiess against selective rate cutting. and will, in fact, 
encourage the ve ry practices which we seek to eliminate. It will be 
noted that the amendment now propos “l by American Trucking Asso- 


ciations is an open invitation to the carriers to m: a » exceptions on 
competitive traffic and is practically a mandatory instruction to the 
Commission to approve such exceptions. 

On the other hand, we believe that if carriers wish to depart from 
the usual proce “lure in order to get qu ick increases to reflect generally 
increased costs, they should be required to apply these increases across 
the board without discrimination or exceptions. Thereafter, the y 
would still be free to seek reductions upon particular traflic by follow- 
ing the usual procedure. Under this procedure interested shippers 
and competitive carriers would have 30-day notice of any proposed 
selective rate cuts, and would have op portunity to file protest with 
the Commission together with supporting data een ific ally related to 
the particular rate cut under consideration. Similarly, the Commis- 
sion would have the usual opportunity to examine such a proposal 
without being under pressure for quick action as contemplated under 

1461. In this connection, it must be remembered that the amend- 
ment now proposed by the American Trucking Associations would 
still permit the Commission to enter any kind of an interim order 
without hearing, and would thus permit the Commission to approve 
any kind of exceptions from the general increase without notice to 
interested shippers or competitive carriers and without any oppor- 
tunity to oppose such selective rate cutting. 
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Consequently, we believe that the amendment proposed last year by 
the American Trucking Associations is the only type of ame ndment 
which will provide the necessary safeguards in order to prevent the 
carriers from using quick increases as a vehicle for discriminatory 
practices and the subsidizing of selective rate wars On competitive 
traffic. Our testimony is designed to show why this protection is 
sorely nee «de d. 

The bill, as it now stands, contains no safeguard against arbitr ary 
and destructive depression of the rates on highly competitive traffic. 

If this bill were enacted as now written, the railroads would have 
almost complete freedom to juggle their rates to the serious detriment 
of both the public and competing transportation agencies. 

They would be in a position to freely increase their rates on rail- 
bound traffic, while holding down the rates on competitive traffic to 
unreasonably low levels. 

Thus, in effect, shippers of rail-bound commodities could be made 
to foot the bill for an unprecedented rate war on competitive com- 
modities. 

Highway carriers of new motor vehicles are particularly vulner- 
able to such an attack. 

Under the operating authority granted by the Interstate Commerce 
Commission, these carriers are restricted to transportation of a single 
commodity within limited and carefully defined territories. They 
haul for a limited number of large shippers. In effect, by law and 
not by choice, their eggs are in one basket. 

Congress, through the regulatory agency which it has designated 
to administer the Interstate Commerce Act, has placed tight limits 
on the operations of these carriers. 

It is obvious that a transportation agency which is restricted to 
movement of a single commodity must stand or fall with that com- 
modity. It must realize from its operations its full cost plus a reason- 
able profit. 

Despite this handicap, the automobile transporters have survived 
under the existing law and are rendering an important service. This 
tvpe of transportation has developed because it has rendered to the 
shippers a fast, economical, specialized, personalized, and complete 
service. 

We believe in healthy competition as contemplated by the Congress 
when it enacted the existing provisions of the Interstate Commerce 
Act. The record of the last 20 years in the movement of new auto- 
mobiles shows clearly that a high degree of competition has prevailed. 

In 1931 the rating on automobiles was 110 percent of first class. 

Competition has reduced that rating to the point where today the 
maximum rating on automobiles is 75 percent of exceptions first class. 
This maximum was established by the Interstate Commerce Commis- 
sion after general investigations of the movement of new automobiles 
in interstate commerce in dockets 28190 and 29820. 

In many cases automobile rates have dropped to as low as 50 per- 
cent of exceptions first class. 

In its decision in docket No. 28190, the Commission warned that 
many rates on automobiles were at dangerously low levels, and stated : 

There should be no further reductions in rates on automobiles that are already 
down close to a noncompensatory level, and increased costs of operation should 
stimulate the carriers collectively to eliminate the depressed areas in their rate 
structure. 
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In such an endeavor they should have the cooperation of the shippers to whose 
interest it is that the transportation agencies of the country be maintained in a 
healthy condition. If the resumption of automobile production brings on a 
renewal of unjustified rate-cutting among the carriers, action on our part with 
respect thereto will become necessary. 

Since the Commission made that statement, the operating costs of 
all transportation agencies have increased substantially. In order to 
meet these increased costs, the railroads have requested and have been 
granted numerous general increases. 

However, the rails, upon obtaining such general increases, have 
followed a practice of cutting back the rates on automobiles and other 
highly competitive traffic. In some instances these cutbacks have 
been to a point even lower than the rates in effect prior to the gen- 
eral increases. 

To a very great extent the rail cutbacks on competitive traffic have 
resulted in dissipation of the general revenue increases granted by the 
Commission. 

In other words, the railroads have been using the general increases 
to subsidize a nationwide rate war on automobiles and other highly 
competitive traflic at ridiculously low rates which generally ignore the 
cost increases experienced since 1941. 

On the other hand, the motor carriers must rely entirely upon auto- 
mobile traffic for their revenue and have no other revenue which they 
can use to subsidize the transportation of automobiles at rates below 
full operating cost. 

We would like to cite two incidents to show how far the railroads 
are prepared to go in their efforts to destroy motor carrier competi- 
tion. 

In the spring of 1950, the Chicago & Eastern Illinois Railroad filed 
a schedule which slashed the rate on automobiles from Evansville, 
Ind., to St. Louis, Mo., from 62 cents per 100 pounds down to 41 
cents. 

The proposed reduced rate was suspended by the Commission pend- 
ing an investigation. The statutory limit on suspensions expired be- 
fore the Commission had completed its investigation. The railroad 
declined to continue the proposal under suspension voluntarily until 
the Commission has completed its findings, and the rate went into 
effect on March 13, 1951. 

This rate of 41 cents is equivalent to only 30 percent of first class, 
and it is below the rate maintained by the railroad prior to 1940 and 
as far back as 1931. 

Needless to say, the motor carrier competing for this business lost 
every bit of it. 

The Commission completed its investigation and rendered its deci- 
sion in September 1951. 

The Commission ruled that the rate was not just and reasonable, 
and ordered it canceled. 

As an indication of how low the rate is, the Commission pointed out 
that it yields only 11.84 cents per car mile, while the Chicago & East- 
ern Illinois Railroad’s average system car-mile revenue in 1949 was 
42.85 cents—almost 4 times as high. 

In its decision, the Commission found that the railroad had failed 
to provide cost data which would justify such a low rate. It also 
found that the railroad had failed to support its claim that such a 











SS 





AMENDMENT TO INTERSTATE COMMERCE ACT 


low rate was necessary to enable the railroad to compete for the busi- 


ness, 
The railroad refused to abide by the Commission’s order to cancel 
the rate and the matter was appealed in the courts. Both the lower 


court and the United States Supreme Court sustained the Commis- 
sion and the railroad was finally required to cancel the 41-cent rate. 
Meanwhile, the motor carrier conipetitor had suffered complete loss 


of the business from Evansville to St. Louis during all the time the 
low rate was in effect 
On April 1S, 1953, drastically reduced rates on automobiles became 


effective via the New York Central Railroad from Detroit to hundreds 
of eastern destinations including such volume points as New York and 
Boston. These rates are appro vimately 30 cents per hundred pounds, 
or $10 per automobile, below the joint rates published by the water 
carriers from Detroit to Buffalo and thence by truck to destination. 
The rates are approximately 60 cents or more per hundred pounds 
below the all-truck rates. As a typical example, the new rate to New 
York City is only $1.74 whiclr is 13 cents below the rate that the New 
York Central had in effect way back in 1948. 

Although the water carriers and motor carriers vigorously pro- 

sted these rates, the Interstate Commerce Commission has per- 
mited them to go into effect by a split 6 to 4 decision with 1 Commis- 
sioner not. voting. Within the last several days we have filed with the 
(‘ommission il petition for reconsideration, Both the railroads and 
the Commission agree that the reduced rates will not return revenne 
equal to the full cost of service. It is, therefore, obvious that these 
ridiculously low rates will be subsidized by high revenue of the rail- 
roads on othe 5h noncompetitive traffic . We beli ieve the evidence cle arly 
shows that the motor carriers and water carriers cannot hope to com- 
pete for the traflic so long as these ar: astically reduced rates remain 
effective, and substantial traffic diversion has already begun. It ap- 
pears clear that if these rates remain effective the railroads will 
secure a virtual monopoly on automobile traffic from Detroit to the 
East. We have advised the Commission that its action in this case 
will destroy all the good which has been accomplished by the Commis 
sion in stabilizing automobile rates over the past 15 years; and that 
a destructive rate war between the competing forms of trans portation 
is inevitable unless the Commission reverses its actions. We can 
only hope t his at the ( ‘ommiission will do So before it is too late. 

These incidents show clearly what the railroads are doing in an 
effort to drive their competitors out of business on selected types of 
— The same thing could be accomplished on a wide scale if 

. L461 is enacted in its present form. 

There is nothing in the bill, as now written, which woul | prevent 
the railroads, during periods of rising cost, from making increases 
on noncompetitive traffic and deliberately holding down the rates on 
competitive business. 

Such holddowns during inflationary periods would be tantamount 
to rate reductions, and the Commission would be powerless to do any- 
thing about it. 

Cutthroat. competitive practices may or may not be justified among 
nonregulated businesses. They are entirely unjustified in an industry 'y 
which has the character of a ‘public utility, and which is regulated 


in the public interest. 
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Many motor carriers already are handicapped in attempt ing to com- 
pete with the railroads because of the commodity and territorial 
restrictions contained in their operating certificates and permits. S. 
1461, as it now stands, would load the gloves of the railroads and 
order the referee out of the ring. 

We urge the committee, in considering this legislat ion, to re eall con- 
gressional consideration of the so-called Reed-Bulwinkle Act in 1948. 
This act exempted from the antitrust laws collective ratemaking bv 
regulated transportation agencies. 

The act w as opposed vigorously by | numerous Members of Congress 
who considered it unwise and dang ‘rous. It was supported by a 
majority, however, and was enacted into law. S ipporters of the 
legislation emphasized that the power to regulate transportation 
rates and prevent abuses still would be vested in the Interstate Com 
merce Commission. 

S. 1461, as now written, virtually destroys that power. It thus 
destroys the thing whose existence was the primary justification for 

ipprovi al of the Re d-Bulwinkle Act. 

These facts appear to have been coi npletely overlooked by the rail 
roads who urge that they be given the same freedom in fixing prices 
that is enjoyed by farmers, manufacturers, and producers. 

These interests whose freedom the railroads appear to envy have 
no exemption from the antitrust laws. By urging enactment of S. 
1461 in its present form the railroads are not asking for the same 
freedom as other segments of the economy- then are asking for 
great deal more. 

The Vy cannot expect to have their cake and eat it. 

The railroads have just as much freedom under the Interstate Com- 
merce Act as other forms of transportation which are subject to the 
act. As the Commission pointed out in its 52d Annual Report to Con- 
gress, the regulation provided for motor carriers is, if anything, more 
comprehensive than that provided for the railroads. 

Many provisions of the law, such as those which have resulted in 
tight commodity and territorial restrictions on a large number of 
motor carriers, afford the railroads a degree of protection which they 
could not hope to have if transportation were unregulated. We are not 
seeking freedom from these controls; we believe they are in the public 
interest. 

But if these controls are continued in effect and the railroads are 
turned loose to juggle their rates without restraint Congress will be 
writing the death warrant for a very large part of the trucking in 
dustry, including the transporters of automobiles. 

We want to emph: isize that the problem I have outlined is not con- 
fined to motor carriers of automobiles. Many other types of carriers 
of highly competitive commodities are involved. 

The American Trucking Associations has made an analysis of cases 
which involved railroad rate cuts in the 3 years 1949 to 1951, and which 
were suspended by the Commission upon protest of motor carriers. 

A wide variety of commodities were involved. It is significant, too, 
that in 83 percent of the cases which have been settled, the railroads 
either withdrew the rates or they were found not justified by the Com- 
mission. 

It is true that under S. 1461 the Commission could review rate 
changes and subseauently require adjustment of schedules which were 
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found to be unreasonable. However, the average motor carrier and 
the average shipper is a small-business man who could be seriously 
hurt if not destroyed by the time the Commission could order correc- 
aa action. 

. 1461 is badly in need of amendments to guard against discrimina- 
tion as between regions or localities; to protect shippers whose com- 
modities or location compel them to ship by rail from unreasonably 
high rates designed to offset unreasonably low rates on competitive 
traflic, and to prevent ruthless and unwarranted destruction of com- 
peting agencies of transportation. 

We particularly urge adoption of an amendment which would allow 
carriers to take adv: antage of the proposed e xpedited proce edure only 
after a prior finding by the Commission— 
that any proposed increase in freight rates or charges will apply to all kinds and 
classes of freight traffic handled by the petitioning carrier or carriers so that each 
kind and class will bear its proportionate share of the increase * * * 

There are two factors in which we are vitally interested. No. 1 has 
been very well stated by Mr. Pinkney. We quite agree that it should 
be applicable to all forms of transportation, including the motor-car- 
rier industry and water or anyone under the jurisdiction of the Inter- 
state Commerce Commission. 

The second one I would like to devote a little time on because to us 
it is most apparent as to what can be the result of what we call selec- 
tive ratemaking. 

In other words, if rails are given an opportunity to raise rates on 
railborne commodities, the natural result might be, and has been in 
several very specific instances, an opportunity for them to subsidize 

low rate on competitive commodities such as ours. 

Senator Pasrore. On that point, I would like to ask you a few 
questions. ‘This ICC has been in existence for a long time. The law 
itself has been on the statute books for a long time. Motor carriers 
have been in existence for a long time and so have the railroads been 
in existence for a long time. Now, why in this particular emergency 
measure are we getting into this other broad subject about differ ent 
items of rate schedule/ Are we not going to confuse this issue? This 
problem of which you speak should be considered whether we get 
into the timelag or not, is that not so? It is a new problem. 

Mr. Beiser. We thoroughly agree in the timelag factor involved. 
We feel that it takes far too long in either the case of the railroads or 
the motor carriers. 

Senator Pasrore. That is what we are trying to do with 1461. 

Mr. Brtser. We agree throughly, but we do feel this, and I think 
we have sufficient evidence in our exhibit, and I would like to dwell 
on that for just a moment, Senator, if I may, to indicate that the thing 
we are fearful of not only will happen, but it has already happened 
with the blessing of the Commission. We say that the bill as written 
has certainly an admirable intent. 

However, we feel that a rate increase granted to the railroads should 
be an across-the-board increase and then, if they want to make excep- 
tions to certain commodities, let them come in with their reductions 
and let us see what is going on. I will give you an example. 

Senator Pastore. The point I want to make at this point, Mr. 
Beiser, is this: Whether we pass 1461 or not, that point th: at you ‘have 
raised ought to be considered. 
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Mr. Betser. Very definitely. 

Senator Pasrore. That is the point I make. In other words, I am 
trying to separate the two issues. 

Mr. Betsrr. Yes, sir. 

Senator Pasrore. I find no fault with your suggestion, as 1 have al- 
ready commented. I think it is a good one. I was wondering, 
though, why it is tied in with 1461. 

Brisrr. We feel this way about it, Senator. We cannot find 
aadhinn in 1461 or in the amendment as offered by the Commission 
that would make it hecessary t¢ rails to increase rates across the 
board, and we think that is vita ; Imports unt. We find nothing in 
the bill. We are fearful that in the | bill there are points which would 
give them ace that inherent right. I do not like to take your 
time, Se ni itor, but this is so import unt to us. 

The ¢ HAIRMAN You vo rieht ahea a. 

Mr. Betser. W e only handle one commodity, as vou know. We haul 
automobiles, the finished product of the automobile manufacturers, 
passenger Cal and trucks, and no other commodity. Let us see what 
happens 
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The CHairmMan. Are these things we see going along the road, these 
monstrosities with Chevrolets on top, are those run by the automobile 
companies themselves or members of your organization ¢ 

Mr. Briser. They are run by members of our organization and we 
combine our loads to 4, not 7 or $ 

The Cuarrman. They are so he: avy they do a lot of damage to the 
highways, do they not? 

Mr. Brise r. No, sir. 

The Cuairman. They do not pay enough tax; do they? 

Mr. Betser. We feel that they do. I would like to point out, as 
long as the issue has been raised, that we are not smug about it, Sena- 
tor, but we are the lightest load on the highway. Our vehicles never 
weigh 32,000 pounds when loaded. The heaviest conceivable load 
we can carry 1s 4 Cadillacs or Packards which weigh 4200 or 4,300 
pounds, plus the weight of our vehicle. Iam glad you brought it up. 
I would Like to clear it up in your minds and maybe perhaps a lot of 
others. Our vehicles are not he: avy. They are way helow the limits 
of any State regulation, including your good State, in which I have 
many good friends in this panes ‘ular industry. To get back to this 
selective ratemaking, I would like to read from our exhibit because I 
want to emphasize it, if you please. 

The CuHarmman. Feel free to read. 

Mr. Betser. In the spring of 1950, the Chicago & Eastern Illinois 
Railroad filed a schedule which slashed the rate on automobiles from 
Evansville, Ind., to St. Louis, Mo., from 62 cents per 100 pounds 
down to 41 cents. 

The proposed reduced rate was suspended by the Commission pend- 
ing an investigation. The statutory limit on suspensions expired 
before the Commission had completed its investigation. The railroad 
declined to continue the proposal under suspension voluntarily until 
the Commission had completed its findings, and the rate went into 
effect on March 13, 1951. 

This rate of 41 cents is equivalent to only 30 percent of first class, 
and it is below the rate maintained by the railroad prior to 1940 and 
as far back as 1931. 
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Imagine that. They saw fit to publish a rate on automobiles only 
for one purpose, to destroy truck competition out of Evansville, which 
they accomplished. They defied the Commission and went to the 
Supreme Court. And, of course, we eventually won our case some 
214 years late and the trucker finally got back in business. 

Now, there is the danger and the damage of selective ratemaking 
where rails or any other type of carrier can raise the commodity, for 
example, on apples, because that happens to be a rail-borne com- 
modity from that community and may not be served by truck, at the 
expense of the applegrower in order to reduce the rate on automo- 
biles. We just do not feel that that is right and I think that most any 
reasoning person will thoroughly agree with us. ‘ 

There is another example of where very recently the New York 
Central Railroad reduced their rates from Detroit as much as $1 
below the truck-boat rate or the all-truck rate. In the open season 
of navigation we transport automobiles from Detroit to the ports of 
Cleveland and Buffalo and truck them beyond into your area, Sen- 
ator. They have seen fit to reduce the rate on automobile traffic only 
to destroy the trucking interests below the level of 1948 in the face 
and in spite of the fact that they have been asking for general rate 
increases consistently for the last 5 years. 

The Cuarrman. You think it is. 

Mr. Betsrr. I do not think there is any question about it. 

Senator Pastore. Let me ask you a question at this point. From my 
experience I know that when a rate increase is granted to a public 
utility in the State, that public utility must file a schedule of rates 
showing where the spread is going to lie. That has to be filed with 
that public utility and has to be O. K.’d in order to produce the 
certain number of X dollars as was granted by the increase. You 
say there is nothing in the ICC law today that when a general in- 
crease is granted to a common carrier, that compels that common 
carrier to render a schedule of rates which must be certified by the 
ICC. 

Mr. Betser. Oh, yes, that is definitely necessary. 

Senator Pastore. Why can’t the ICC now, then, under this present 
authority, do those things that will eliminate this unfair competition 
which you so very well raised ¢ 

Mr. Briser. Yes, I brought our general counsel and I would like 
to insert him into this. Mr. Bieneman represents us in all legal mat- 
ters and that question is definitely legal. Would you permit him to 
answer that question ? 

The Cuarrman. Gladly. 


STATEMENT OF W. F. BIENEMAN, GENERAL COUNSEL, NATIONAL 
AUTOMOBILE TRANSPORTERS ASSOCIATION 


Mr. Breneman. If you do not mind, the point is this, Senator: 
Under a general increase tariff, all the railroads do is apply a flat 
percentage. Then, along with that increase, they publish certain 
exceptions. They say that increase will not apply, for example, on 
automobiles. Under this bill as proposed, and even with the amend- 
ment proposed by Mr. Pinkney, the Commission would be encouraged 
to approve that sort of thing, and there is nothing that would pre- 
vent the railroads from doing it. In other words, we will take a 10- 
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percent increase on commodities that are not compe titive, but we will 
take no increase on automobiles and petroleum. Then, we will sub- 
sidize the continued low rates on automobiles by increases on the other 
traffic. . 

Senator Pastorr. Now, wait a minute. Now, you are talking about 
subsidization, and I am talking about the consumer. When a 10- per- 
cent increase is granted by the ICC to a railroad, that 10-percent 
increase must be placed upon the specific item in the schedule. 

In other words, they cannot make it, let us say, 5 percent on one 
item and 15 percent on another. 

Mr. BrenemMan. Oh, yes; they can. 

Senator Pastore. You did not say that. 

Mr. Breneman. Those increases, if you please, are merely permis- 
sive. They are not mandatory. In the past, exactly that situation has 
happened on many occasions. As Mr. Pinkey started to tell you in 
the last general-increase case, they did exactly that on petroleum. 
They took a general increase but they did not apply it to petroleum. 
They held those rates down to drive the trucks out of business. They 
are doing the same thing on automobile traflic. Now, we say, if they 
need a general increase in rates, then it should be mandatory to apply 
it on all; and, if they want to make exceptions, let them come in 
under ordinary processes and ask to cut the rates on certain exceptions 
and prove the justification. But do not give them just blanket ap- 
proval here to take increases as they wish and to ignore them as they 
wish. 

In other words, let us not have selective rate cutting through the 
purpose of these permissive general increases. 

Senator Pasrore. You have not cleared up this point for me, and 
I would like to get it cleared. 

When they grant a 10-percent increase, is that an overall increase to 
yield, let us say, X number of dollars ¢ 

Mr. Breneman. It is a permissive overall increase but it is not 
mandatory, and the records of the Commission will show that where 
they have granted permissive 10-percent increases because of rate hold- 
downs and because of exceptions the actual increase has amounted to, 
let us say, 4 or 5 percent on all traffic. 

Senator Pasrore. Doesn’t the consumer 
situation ¢ 

Mr. BreneMan. The consumer gets hurt for this reason. The fel- 
low who is shipping traflic that is not competitive—in other words, 
where the boats or trucks are not competing for it—takes a full 10 
percent increase. The fellow who is shipping automobiles, for exam- 
ple, where everybody is competing for the traffic, does not get any 
increase. He pays a rate that does not pay the full cost of service, 
and the railroad makes it up on the other traffic. That is exactly 
what has happened with all traffic. 

Senator Pastore. But, if you are transporting oil and the railroad 
is transporting oil, there is nothing that compels you to come in and 
ask for an increase if the railroad is going to exempt oil. 

Mr. Breneman. That is exactly mght, sir. 

Senator Pasrore. You are telling me that, once they grant an in- 
erease, perforce the public has to take an increase even if the railroad 
feels that is going to be an exemption. 
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Mr. Birneman. No; I am not telling you that. I am saying if 
the *y come in one a ple a of r: ipidly rising costs and say “Therefore, 
we have to have a quick increase, no delay, no ery to ex: imine 
the situation, because we have these rapidly rising costs,” then we 
say, “Those r ipidly 1 ‘ising costs are ap »plicable to all traffic and the 
quick increases shoul i be made applicable to all traffic.” If the rail- 
road says “We have a peculiar situation on a particular type of traffic 
and we would like to exempt that,” then let them file a reduction in 
that particular rate. Let the Commission have the normal oppor- 
tunity to ee nd it. Let the Commission and the parties have nor- 
mal notice of it in an opportunity to fight out that issue. But as the 
bill is now proposed—and also as past practice has been—they have 
said they wanted a 10-percent increase and the Commission gave them 
ap proval for it. 

Then they only take it on selected commodities and not on other 
commodities. 

Senator Pasrorr. Then, let me put it this way. Is it a fair state- 
ment to say that, insofar as 1461 is concerned, which is for interim 
rate increases, there ought to be a provision that whatever rate 
increase 1s eranted ought to be across the board. 

Mr. Bieneman. Absolutely. 

Senator Pasrorr. Would you maintain the same position on the 
final disposition of the rate / 

Mr. Bieneman. I do not think necessarily so. I think some final 
disposition—the Commission has time enough and power enough to 
examine this matter. aw Beiser has the suggested language which 
was suggested last year by the ATA and supported by us. This year 
the ATA has watered down their amendment, and we do not think 
it does any good. 

Senator Pasrore. And you say the Commission is not going to have 
too much time anyway to go into great detail on these interim 
allowances ¢ 

Mr. Betsrer. That is correct. 

Senator Pasrore, And, if they come in with a petition that they 
are in such bad financial condition they need immediate help and 
this thing has to be done in 60 days, then you feel that that ought to 
be across the board ¢ 

Mr. Breneman. That is right. Let us not make the little fellow 
pay for the cost of reducing or holding down the rates on automobiles 
or petroleum or something else. 

The Cuarrman. You have in mind the Supreme Court Building 
that cost $9 million with that inscription card in front, “Equal Justice 
Under the Law.” 

I want to see that followed all the way down through. 

Mr. BirnemMan. Mr. Beiser can give you the suggested language 
that we think will cure that. 

The Cuarrman. As to these juggernauts that carry these four cars 
of yours, for want of a better name, which in your judgment and 
your experience is the aoauagl form of automobile transportation, 
those juggernauts or railroad freight ? 

Mr. Briser. I would \ike to answer that in this way, Senator. I 
like to talk on the public interest and economy. They are both in- 
volved. We have served the dealers so well because of certain factors 
in making the deliveries. First of all, we take it right to his place 
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of business. It is not necessary to open a boxcar. There are many 
factors involved. But the cheapest method in the long run, we feel, 
is the truck method, and the most satisfactory. The proof of the 
pudding is always the eating, of course. We have been getting about 
65 percent of the production of the automobile plants, both the fac- 
tories and the assembly plants. They have been transported over the 
road by our method of delivery 

The Cuatrrman. When I buy a new car, we will say a Chevrolet, 
und I get billed a certain amount of freight from the factory to my 
place, 1s that based on the actual cost by juggernaut or by railroad ¢ 

Mr. Brtser. It depends on who handles it. Frankly, I am not too 
well acquainted with the pricing of automobiles. Our rates are based 
on cents per hundredweight, and as far as our carriers are conc ‘erned 
we get X number of dollars for transporting the vehicle from point A 
fo point B. 

The Cuarreman. Then, that freight charge stuck on my bill by the 
dealer is actual cost ? 

Mr. Betser. Frankly, I cannot answer that, sir, because I do not 
know. 

There is one thing I would like to bring to your attention, Senator 
Pastore. I think this will make the point very clear to you. We 
were talking about the depressed rate from St. Louis to Evansville. 
That rate, we found, and the Commission found—the Commission 
pointed it out—that it vielded only 11.84 cents per car while the 
average system car-mile revenue in 1949, which was the year involved, 
was 42.85. We think the answer to that is obvious. That is the reason 
we make the point. 

Senator Pastore. I understand the point. 

Mr. Briser. The last paragraph that Mr. Bieneman referred to is 
very short and I will read it to you. We particularly urge adoption 
of an amendment which would allow carriers to take advantage of 
the proposed expedited procedure only after a prior finding by the 
Commission— 
that any proposed increase in freight rates or charges will apply to all kinds and 
classes of freight traffic handled by the petitioning carrier or carriers, so that 
each kind and class will bear its proportionate share of the increase. 

Senator Pastore. Do you not think the suggestion made by the 
previous witness is even a better one, that you have got to file at the 
time of your petition for an interim increase a sc hedule stating all 
exceptions and in that case you can intervene as a part and point out 
where the unfair competition might lie? It might well be in the 
public interest that there are some places where the increase should 
not be placed. As the apple grower has already indicated, it might 
well be in the public interest not to raise that rate. But if that were 
stated in the application, then you would know exactly where you 
stood and you could come in and “objec t to it and then the Commission 
could either grant it or not grant it as it saw fit. 

Mr. Breneman. My thought on that, Senator, is that it is perfectly 
all right to state it in the application and that it be considered as a 
matter of permanent order, but so far as the quick increase is concerned 
there is no time for consideration of those matters. If they come in 
and say, “We have got an emergency situation with increased costs,” 
then the increased interim rates should apply equally on all until the 
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Commission has an opportunity to consider these exceptions and other 
parties have an opportunity to be heard. 

Senator Pasrorr. It sounds good but I do not know the ramifica- 
tions involved. I would not know that. 

Mr. Betser. We believe this, Senator. We believe _ if there is 
such an emergency that the rail carrier or the motor carrier or the 
water carrier has such an urgent need for immediate relie f on rates, that 
certainly it applies just as well to one commodity as it does to another. 
Then, if there are exceptions they can be brought in later and we 
will study the facts. These things have been very ruinous to our in- 
dustry. "Today we have trucks backed up against the fence because 
of a decision in the New York Central case to which we are certainly 
filing exceptions; that has been rather tragic. That is all we had 
to say, sir. 

The Cuatrman. Thank you for your kindness. And now, if you 
please, Mr. Lloyd C. Halvorson, economist. 

Mr. Halvorson, we are giving your statement to the clerk for the 
record. 


STATEMENT OF LLOYD C. HALVORSON, ECONOMIST, THE 
NATIONAL GRANGE 


Mr. Hatvorson. Last year when 8. 2518 was up for hearing before 
this committee we did not support the bill. We did, however, recog- 
nize the problem which 8. 2518 sought to cure; namely, the long time 
lag between increases in labor and material costs of transportation 
agencies on the one hand, and the granting of realistic freight-rate in- 
creases by the Interstate Commerce Commission on the other. 

In our testimony on March 27, 1952, we said: 

We appreciate the problem which S. 2518 seeks to correct, but until it is 
clear that we have the proper system to decontrol the transportation industry 
and put it on a genuinely competitive basis, we must object to the bill for 
going too far in letting the railroads set their rates in a semimonopolistie 
situation of competition limited by the existing laws and regulations covering 
transportation. It may be possible to so amend S. 2518 as to require the ICC 
to allow realistic interim increases when cost increases are known. 

We have studied S. 1461 and the substitute amendment for S. 1461. 
Both bills are a great improvement over S. 2518 of last year which 
would have, in effect, given the railroads the right to give themselves 
interim increases in freight rates according to their own desires with 
practically no regulation by the ICC. S. 1461 requires the ICC to 
act on the interim increase just as we recommended last year. For 
this reason we approve the general principles of 8. 1461 

We have compared the original 8. 1461 with the substitute S. 1461; 
and we prefer the latter. The substitute S. 1461 by Senator Tobey is 
more explicit in requiring full information from the common carriers 
us to increases in costs of labor and materials, and also in regard to 
estimates of revenue. In making the interim increase the ICC will 
need to recognize that increases in costs of material and labor will gen- 
erally be offset to some degree by technological advance such as diesel- 
ization and general increases in efficiency. The substitute S. 1461, 
also recognizes that at times the common carrier’s petition may not 
justify an increase. 

We believe it is fair and just that prompt adjustments be made in 
freight rates when costs of labor and material increase. It is also in 
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the shippers’ interest, for if the rate of return on money invested in 
common carriers is not adequate, the common carriers will have 
difficulty getting enough money to take advantage of technological 
advance such as dieselization and all sorts of machines that will reduce 
the amount of labor needed to maintain roadbeds, for example. Un- 
steady and uncertain rates of return on investments also cause the in- 
vesting public to demand higher rates of return before they will invest. 

In our testimony last year we called attention to the fact that the 
National Mediation Board, set up to mediate labor problems i in the 
railroad and airline industry, is now independent of the ICC. <Arbi- 
tration awards that become retroactive, create a difficult problem for 
carriers who cannot make rates retroactive. We should not have two 
agencies, one to act on wage rates and labor practices and the other to 
act on passing them on, either to the public or to impair the earnings 
of the carriers. If freight rates are of public concern, so are labor 
practices and wage rates, because any regulated industry is to a large 
degree on a cost-plus basis, or else its financial health is impaired. 
We recommend putting the National Mediation Board under the 
ICC to consider what are sound and equitable wage rates and labor 
prac ‘tices. 

[f it is sound and proper to have a quick procedure to give common 

‘arriers a realistic interim increase when costs of labor and material 
increase, it is also sound and proper to have a quick procedure for 
decreases in rates when costs of labor and/or material decrease. With 
cutbacks in the Federal budget, especially for the military and foreign 
economic aid, we will soon have a balanced budget, and prices may 
start to decline. Food costs are already down appreciably. I under- 
stand that many railroad employees have their wages tied to the 
cost-of-living index; and if wages are not contractually tied to the 
cost of living, at least collective bargaining was closely related to the 
cost-of-living index when it was on the rise. It is reasonable and even 
economically necessary that transportation wage rates come down 
when the cost of living declines. Unless this happens, freight costs 
become much too high in relationship to the value of the farm products 
hauled. 

Before we can give our wholehearted support to substitute S. 1461, 
it will need to be amended to provide for a quick procedure for reduc- 
ing rates when costs of labor and material decrease. When a petition 
is filed for a quick decrease, the decrease should go into effect unless 
the common carriers can present figures to show why they should not 
go into effect. 

The CuatrrmMan. Do you favor 1461? 

Mr. Hatvorson. We favor the substitute 1461. We also would add 
a slight addition to that bill. 

The CHarrMan. But you do have faith in the principle of doing 
something about this timelag? 

Mr. Hatvorson. Yes; we do. 

The CHarman. Go ahead. 

Mr. Hatvorson. One of the reasons why we favor the substitute 
1461 is that it provides more explicitly that the railroads have to 
provide full information which will enable the Commission to better 
decide or determine what the interim increase should be. The original 
1461 also, to a certain extent, was attempting to modify there the rate- 
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making rule of another section, and we feel that this should be con- 
sidered separately. 

Senator Pastore. Are you familiar with the bill itself? 

Mr. Hatvorson. Yes. 

Senator Pasrore. Now, you are referring to lines 12 and 13, is that 
right ? 

Mr. Hatvorson. That is right. 

Senator Pasrorr. In other words, you feel that this ought to be a 
timelag elimination bill and nothing to do with setting up new stand- 
ards for rate schedules ? 

Mr. Hatvorson. That is right. I think that would be a big subject 
in itself. It is perfectly possible, in my opinion, that the 1 railroads 
might not be able to maintain sound credit and attract equity capital 
for other reasons than the timelag or for other reasons than regulation 
by the ICC. It might be if we build superhighways in this ‘country 
the trucks will be able to become large enough and economical enough 
that they will not need increases and the railroads would, and, there- 
fore, in order to provide the railroads with enough return we would 
have to regulate the rates up on trucks and all other transportation. 

Senator Pasrorr. But what is going to happen to the railroad? 
After all, it is a competitive field, is it not? There is not one article 
that is transported by railroad that cannot be transported by some 
other medium. 

Mr. Hatvorson. That is right. 

Senator Pasrorr. That being the case you are taking the position, 
even if this means bankruptcy, they had not ought to be allowed these 
rate increases ¢ 

Mr. Harvorson. My point is that we should not regulate rates up- 
ward on truckers or water carriers or other modes of transport ation 
to protect the railroads, that they should stand or fall in a free com- 
petitive world to the extent that competition will benefit the con- 
summers. 

Senator Pasrorr. Then you do not think the ICC should regulate 
the rates at all? 

Mr. Hatvorson. We feel that there are certain commodities that 
have a monopolistic situation, that some commodities can only be 
hauled by railroads, more or less, economically and if we took off regu- 
lation completely the rates might go way too high. 

The Cramman. Of course, you agree the railroads are a prime 
agency of transportation in this country and always have been. 

Mr. Harvorson. That is right. 

The Carman. In the public mind and in actuality. 

Mr. Hatverson. Oh, yes. 

The Cuamrman. Hence our interest in them. Go ahead. Do you 
have anything more ? 

Mr. Hatvorson. The other point is that if there is going to be 
procedure for a quick increase there should be a procedure for a quick 
decrease if the situation should arise whereby there is a tremendous 
decrease in the cost of labor, for example. I understand some of the 
wages in the railroad industry today are tied to the cost of living by 
contract. Even if they are not tied by contract, the collective ‘bar- 
gaining tied wages to the cost of living. 

The CuarrMan, The Commission today has that, have they not? 
If a wage increase is given they can raise the rates. 


J ecrerrrrreerrenen 
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Mr. Hatvorson. We think the provision for a decrease should be 
written into this bill as well as a provision for a quick increase. 

The CuatrmMan. Kind of a whip and spur. 

Senator Pastore. Let me ask you this question, if you feel quali- 
fied toanswer it. If you do not want to, it is allright with me. Under 
this new standard that is being set up in 12 and 15, under this emer- 
gency bill whieh will compel the LCC to render an interim decision in 
60 days, if we are going to use the establishment and maintenance of 
sound credit and attraction of equity capital as a basis for ratemaking, 
do you not see every single I ilroad having a reason to come in and 
ask for an increase tomorrow ? 

Mr. Hatvorson. I would be ve ry mu h afraid of that. 
Senator Pasrore. If we adopt this new standard with reference 


1 
i 


to common carriers, you can well =ee every singie railroad in this 
country ¢ mine in tomorrow for an interim orant. 

Mr. Hatvorson. I think the bill provides that it has to be by regions, 
districts, or other appropriate groups, and it would not be by individ 
ual carriers. 

Senator Pastors. It would involve every railroad, would it not? 

Mr. i ALVORSON, Yes: they would have to come In as a group, and 
I think you are absolutely right that they would take that new 
provision as an excuse or reason for raising the rates higher than 
are now 1n existence, even though there might not have been an increase 
in costs or anything else. 

That summarizes my statement. I will feel satisfied since the full 
statement is filed. 

The Cuarrman. It will be put in the record just as you have it here. 

Senator Griswoip. Might I ask a question, Mr. Chairman ? 

The CHamrMan. Yes, indeed; you certainly can. 

Senator Griswotp. Mr. Halvorson, what would happen to the trans- 
portation company in the Nation if they took away the ratemaking 
/ 


powers from the Interstate Commerce Commission ‘ 
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Mr. Hatvorson. For many commodities there is enough competition 
today between trucks and railroads and water carriers so that I be- 
lieve the rates would stay the same or might in some cases even go 
lower because of the existence of competit ion. TI 
modities where the railroads are the natural hauler, especially heavy, 
bulky commodities, and on those commodities the rates would prob- 
ably be increased if it were not for the regulations of the Interstate 
Commerce Commission. 

Senator Grisworp. If they did that, might there be some tendency 
to increase rates on what might be called monopoly hauls where there 
could not be competition. 

Mr. Hatvorson. Yes. 

Senator Griswoitp. And decrease them where there would be close 
competition between the tvpes of transportation ? 

Mr. Hatvorson. That is right, and we think for many commodities 
we should allow the competition to determine the rates. We do not 
believe that the Interstate Commerce Commission should try to regu- 
late rates upward, but that in general the purpose of the Interstate 
Commerce Commission is to prevent rates from being too high. 

Senator Griswotp. The original purpose of the Interstate Commerce 
Commission was to keep rates from being too high. 


Mr. Hatvorson. Yes. 


» are some com- 











100 AMENDMENT TO INTERSTATE COMMERCE ACT 

Senator Griswotp. Is that the present reason for the Interstate 
Commerce Commission ? 

Mr. Hanvorson. I think the purpose has been changed somewhat 
and we of the Grange do not like that change. This matter of trip- 
leasing seems to us to be an attempt to prevent a typ ve of competition 
that we think is desirable and normal and natural in keeping rates 
down on farm products, for instance. Therefore, we are very much in 
favor of trip-leasing and not try ing’ to eliminate it to eliminate com- 
petition for the benefit of some of the carriers. 

Senator Griswoip. Are there many places in the transportation 
field where there is no competition ¢ 

Mr. Hatrvorson. I think on some of the very long hauls that the 
railroads still tend to have a mo mopoly. I think on probably coal 
there tends to be and on certain ores. The field is rather small. Now, 
if we were to eliminate some of the regulations or the powers of the 
Interstate Commerce Commission, there might need to be some pro- 
visions as we have for the general business of the country in the 
Robinson-Patman Act which prevents undue discrimination. I think 
that would be a better tvpe of regulation than a regulation which 
attempts to set the rate itself. It would be} etter to have rules of 
competition, fair ie for competition, : ind let the rates, to the extent 
possible, then be determined under those methods of fair competition. 
That is what the Robinson-Patman Act attempts to do for the busi- 
ness of the country in general without trying to set prices. 

Senator Griswoip. That is all, Mr. Chairman. 

The Cuatrman. Thank you very much, Mr. Halvorson. 

Mr. Angus McDonald. 

Mr. McDonald, you come down before us this morning, as I un- 
derstand it, favoring doing away W ith the time lag. 

Mr. McDonanp. Yes, sir, Mr. Chairman; but not at the expense 
of the public interests 

‘J he CHAIRMAN, We are all de voted to the public interest. Now. 
with your approv: al, you have expressed yourself in favor of doing 
away with the time lag, and would you pick out the points that you 
attack in 1461 and file your statement at this time, please ? 


x 


STATEMENT OF ANGUS McDONALD, ASSISTANT LEGISLATIVE 
SECRETARY, NATIONAL FARMERS UNION 


Mr. McDonatp. Mr. Chairman and members of the committee, I 
aim appearing here as a representative of the National Farmers Union 
in oO pposition to S. 1461. We are opposed to this legislation for the 
ame reasons that we opposed S. 2518 during the 2d session of the 82d 
Congress. 

I call the committee’s attention to our statement on page 992 in the 
printed hearings. In that statement we outlined in general why 
farmers, as well as those who sell to the farmer and those who buy 
from the farmer have an interest in transportation charges. It is 
unnecessary to repeat all of the facts submitted at this hearing. We 
feel that these facts are still pertinent and should be considered if 
serious consideration is given to S. 1461. We also call attention to 
the present economic position of the farmer which has deteriorated 
since the hearing last year. 
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In 1947 a farmer’s share of the national income was 8.6 percent. 
In dollars this amounted to $17.1 billion. By 1951 net farm income 
had dropped to $14.3 billion. During the same period national in- 
come had risen from $198.7 billion to $277.6 billion. During this 
period the farmer’s share of the national income dropped from 8.6 
percent to 5.4 percent. 

It is interesting to see what has happened to farm and national 
income since 1951. The Department of Agriculture tells us that 
farm income in 1952, despite the Korean inflation, still amounted to 
only $14.3 billion. National income, according to the Department 
of Commerce, had risen to $290.4 billion during that year. The 
Bureau of Agricultural Economics of USDA estimates that farm 
income for this vear will amount to only $13.8 billion, while on the 
other hand the Department of Commerce estimates that the national 
income will pass the $800 billion mark. The farmer’s percentage of 
national income and the number of inflated dollars that he will re 
ceive will continue to decline for sometime at the same time that 
national ine ome is incre: asing. 

The farmer’s burden of production costs has become almost insup- 
portable during the last few years. Increased costs have been pri- 
marily responsible for the drastic decline in farm income. Not only 
have farmers had to pay greater increased transportation costs but 
all costs which effect their production and family living have sky- 
rocketed. According to figures compiled by the Interstate Com- 
merce Commission there have been 11 general freight increases since 
1946 amounting to an accumulated total of 78.9 percent. It is con- 
tended that something must be done legislativewise to speed up ICC 
proceedings. But we believe that the record will show that the ICC 
has accomplished a great deal in eliminating delays and speeding up 
its decisions. 

In the light of declining farm income and reported good financial 
condition of the railroad it would seem that the increases indicate 
that the ICC has not been unduly severe on the railroads. We fail 
to see why it is necessary to pass legislation which would in effect 
take away power of the ICC to approve or disapprove petitions of the 
railroad for rate increases. We feel that Congress has acted wisely 
in setting up a commission which is equipped to deal impartially and 
objectively with rate increases affecting the interests of agriculture, 
shippers, and others. We, therefore, feel that complete power to 
approve or disapprove rates should be left in the hands of ICC, 

We call the committee’s attention to the language in the bill on 
page 2, which will make mandatory interim rate increases upon show- 
ing of increased costs of labor, material, and supplies. We are dis- 
turbed by the language which directs the ICC to approve revenues 
sufficient, “to provide in the interests of the Nation and the general 
public adequate and efficient services, establish and maintain sound 
credit and attract equity capital.” We do not believe the ICC should 
be required to approve rates designed especially to attract equity 
capital. Equity capital is risk capital and while we certainly desire 
and while we feel that the financial situation of the railroads is a 
very important consideration, we do not feel that the railroads in 
effect, should be granted rate increases upon showing of increased 
costs to maintain sound credit and to attract equity capital. 
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We foresee a great deal of confusion and injustice resulting from 
the latter part of the bill, which would authorize the Commission 
to review the increases in the attempt to find if its approval was un- 
warranted in the first instance. Because of our complex transporta- 
tion system with many commodities and materials changing hands 
several times we think it would be an impossible task to bring about 
refunds in every instance where there had been overcharges. Many of 
the small shippers, no doubt, would not bother with the cumbersome 
procedure to show that they were overcharged in the first place. 

Finally, we would like to point out that the railroads, in our opinion 
have show n little regard for the interests of agriculture in the past 
Neither have their estimates of revenue and volume of traffic or effec 
of programs making transportation more economical than accurate o1 
realistic. We therefore respectfully urge that the committee take ne 
action on S. 1461 

Our attention has been called to an amendment in the nature of a 
substitute to s. 1461. ¥ hich is to be propos sed by the chairman of this 
committee. Although we have had insufficient time to study this 
amendment, we do not at this time oppose it. We note with approval 
~_ this legislation requires the submission of an elaborate exhibit 
hy the railroads when they petition the ICC for increases. We also 
note with approval that final determination of these petitions is left 
in the hands of the ICC. 


Mr. Chairman and members of the committee, we are appearing 
in opposition to 8S. 1461, which specifically authorizes the Commission 
to approach : 1 petition ‘of the railroads which shows that we expect 


to experience inereases in costs. 

We know there is nothing in the bill which requires the railroads 
to submit det: ile d statistics on their present and past oper ations, their 
financial position, and so forth. 

We are against any legislation which would limit in any way the 
power of the Interstate Commerce Commission to approve or dis- 
approve rates. 

We think the Congress was wise in setting up this agency on behalf 
of the public, with due consideration, of course, for the r: ailroads, the 
Siienlerh, the farmers, and others. 

I think it is pertinent and I would like to call attention, Mr. Chair- 
man, to the situation of agriculture as it exists today. Farmers have 
experienced an almost one-third decline in farm net income since 
1947. The Department of Agriculture tells us that this year in all 
probability farm net income will decline another billion dollars, put- 
ing them down to $13.3 billion. 

The decline of farm income has come at a time when national income, 
business income, labor income, income of all segments of our society 
except farmers, has been skyrocketing. I say skyrocketing because in 
just a few brief years the national income went from $178 billion to 
an expected $304 billion this year. 

We think that transportation rates are a very important factor in 
the agricultural situation. 

Finally, I would like to say that our attention has been called to 
a substitute bill. We have had insufficient time to study it, but as I 
read the bill I see no objection to it. 

Senator Pasrore. You are talking now about S. 1461? 
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The Cuarrman. No; the substitute bill. 

Senator Fasrore. By the ICC? 

Mr. McDonatp. I don’t know who is responsible for the legislation. 

Senator Pasrorr. All right. Let me ask you a question. You say 
there is a decline in income of the farmers. When do you expect that 
to reflect upon the other economy ? 

Mr. McDonavp. I think it has already begun to reflect. Although 
I work in Washington 90 percent of the time and don’t come directly 
in contact with many farmers, our organization has brought in now 
almost a thousand farmers into Washington this year, mainly from 
the Midwest where our membership predominates. 

The way these farmers tell us is that the farm machinery yards are 
full of machiner y- The hf tell us due to lack of income, the squeeze on 
credit, that the Vv have cancelled orders. 

They tell us that in some instances men have been laid off in manu- 
facturing plants because of the farmers’ decline in purchasing power. 
Of course, you all know what that ultimately means. 

There are about 25 million breadwinners dependent on agriculture 
directly and indirectly. There are 10 million farmworkers on farms, 
There are 9 million in the distribution of food products. There are 
6 million in the manufacture of farm equipment and things that 
farmers consume. 

So you have out of a total labor force of 68 million, I believe, 25 
million workers who are dependent on agriculture. If you squeeze 
agriculture to death, it will have ultimate effects on the rest of the 
economy and cause a de spression. 

Senator Pastore. Is there a quick answer as to what has caused this 
decline in income? 

Mr. McDonatp. I have touched on that, Senator, very lightly in my 
statement in discussing farm costs. I might add a little to that by 
saying that we feel that the farmer more or less buys in a monopoly 
market. That is, he buys in a market which is not free. The prices 
he pays are more or less rigid. His prices are very flexible. So 
they go up and down and are affected by general economic conditions. 

We have had some surpluses and various situations which brought 
about a decline in farm prices. At the same time, industrial prices 
have either stayed up or gone even higher. 

Senator Monronry. The transportation costs of farm items are 
what percent, do you figure, in wheat, cattle or cotton ? 

Mr. McDonap. I am afraid the Department of Agriculture would 
have to supply that. 

Senator Monronry. Your prices are based on landed prices at Chi- 
cago, New Orleans, and certain basic markets, so whatever the freight 
cost is, it is coming out of the farmer’s income ? 

Mr. McDonarp. I think so, indirectly. I did check, Senator, last 
year when I appeared here on similar legislation, on the price of 
settlement as compared to the cost of transportation, and I found that 
in many instances—and fertilizer—that it was over 50 percent. 

I have been told by some of our people in Wisconsin that lumber 
brought in from the Northwest costs approximately 60 percent. Six- 
ty percent of the final charge was a transport: ition charge. 
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Senator Monronry. That is not the point I am making. If you 
raise a bushel of wheat in Oklahoma, that is based on the delivered 
cost in St. Paul or Chicago, the price the farmer actually pockets. 

Mr. McDonatp. That is right. 

Senator Monroney. So if the cost of the farmer’s freight goes up 
it comes directly out of the profit that the farmer will have from his 
wheat. 

Mr. McDonatp. I misunderstood your question. Of course, the 
prices are set at the great trading centers in Chicago and other places, 
and they move in a matter of minutes up and down. So any factor 
or any expected factor which forms a part of the final cost to the 
consumer or the point where it is going to be consumed will affect 
that price all the way back to the farm. 

Senator Monroney. Cattle were selling a few months ago, we will 
say, for 32 cents a pound. Today they are 18. The freight is still 
the same on shipping those cattle to market. 

Mr. McDonaup. I assume it is true that cattle are affected by this 
last 15 percent across-the-board increase, or 15.8 percent, I believe. 
Actually, the freight has been going up. 

These increases in 1946 roughly market the date when farm in- 
come began to decline. 

Senator Monroney. And if cattle are selling off 3314 percent, then 
the cost of transportation of each animal is the same at either the high 
price or the low cost, and percentagewise on one animal the freight 
could very easily be doubled in percentage of the farmer’s return 
even though the rate didn’t go up at all. 

Mr. McDonatp. I expect if this trend continues that it will not 
pay the farmer in some instances to ship his commodities at all be- 
cause the cost of the freight will be equal to the price of the commodity 
at the farm, as it was during the depression, as so many people came 
down here and related. 

The Cuamman. Mr. MeDonald, this decline in farm prices and 
the present agricultural situation is a very hot political issue, isn’t 
it? That isn’t in your statement, is it? 

Mr. McDonoven. I hope it is hot, and I hope it becomes hotter. 

The Cuarrman. You will do your best to see that it does, won’t 
you! 

Mr. McDonarp. Yes, sir. I think the administration is interested 
in farmers, and I think they should be interested in the plight of 
agriculture, not only for the well-being of the farmer but for the 
well-being of the Nation as a whole. 

I believe almost everybody eats three times a day, and if we don’t 
take care of the soil and the production of food and have a healthy 
and sound agriculture, then the whole Nation will ultimately suffer. 

The CHamman. Thank you for your kindness, sir. 

Now, Mr. D. G. Ward, chairman of the legislative subcommittee of 
the traffic committee of the Manufacturing Chemists’ Association. 

Now, Mr. Ward, under the new arrangement here, if it meets your 
approval we will put your statement in the record and have you sit 
back and talk ad libitum, telling what you think of S. 1461, and 
wherein you don’t like it and wherein you do. 
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STATEMENT OF D. G. WARD, CHAIRMAN OF THE LEGISLATIVE 
SUBCOMMITTEE, MANUFACTURING CHEMISTS’ ASSOCIATION 
TRAFFIC COMMITTEE 


Mr. Warp. My name is D. G. Ward. I am chairman of the legis- 
lative subcommittee of the Manufacturing Chemists’ Association 
Traffic Committee. 

| am empowered under authority of its board of directors to sub- 
mit this statement on behalf of the association and to sup port this 
legislation, which we believe is urgently required to maintain an 
adequate, efficient, and economical national transportation system 
under private ownership and operation adequate to serve the needs of 
commerce and hut ional defense. 

The Manufacturing Chemists’ Association, Inc., is a nonprofit trade 
association of chemical manufacturers, organized in 1872, whose mem- 
ber firms are responsible for over 90 percent of the tonnage of all 
chemicals produced and transported within the United States. 

51 a very conservative estimate, its members have well over 800 
plants located throughout the country with representation in almost 
every State. They have a vital interest 7” all modes of transport, not 
only in connection with the assem bly of iW materials used in their 
manufacturing processes, but also in the distribution of their manv- 
factured produtes. 

The Manufacturing Chemists’ Association recognizes the need for 
shortening the period between the time carriers are subjected 
creased operating costs through wage increases or increased costs of 
materials and supplies and the granting of increases in rates to meet 
such costs. It believes that S. 1461 will accomplish that result and, at 
the same time, protect the shipping public and asks that it be applied 
not only to carriers sub ject to part I of the act but also carriers subject 
to part II. Carriers subject to part IL are not being required to justify 
weneral increases in rates in the same manner as rail carriers are 
required to justify general increases. They should be made to stand on 
their own legs and compelled to justify propos a general increases 


based on their own operating costs. This they are not being compelled 
todo. Bringing carriers subject to part IL 1 Are the requirements of 


the proposed bill will bring about much needed reform in the regula- 
tion of motor-carrier rates. 

In the 4 general freight rate increase proc oe since World War 
II, the time between the filing of the initial carrier petition and the 
final decision of the Commission approving general increases has 
averaged over 10 months, though in every case a portion of the in- 
creases sought was authorized in interim decisions in from 1 to 3 months 
after the filing of the petition or after a carrier request for an imme- 
diate increase prior to hearings. 

The booklet entitled “Sound Tr: ansportation for the National De- 
fense” submitted to the Congress of the United States by the board 
of directors of the Transportation Association of America, clearly 
shows on page 16 the total losses in railroad revenue resulting from 
the time required for the Commission to reach its decisions, which 
have amounted to hundreds of millions of dollars. This has been a 
very important factor in any inadequacy of earnings whether based 
on percentage return on investment or percentage return on valuation. 
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The present free-enterprise system in the United States makes it 
aii for industries to quic kly change their prices as necessary to 
meet changing economic conditions. Obviously, our regulated indus- 
tries should be entitled to the same consideration to the fullest extent 
possib le consistent with pub lic interest. 

Today the competitive condition in the transport ation field, together 
with other sections of the act, will prevent any abuses in connection 
with publication of freight rates which might have existed during 
the days when rail carriers had a virtual monopoly in the field of 
transportation. 

The Cuamman. In the general sense you favor doing something 
about this timelag, don’t you ¢ 

Mr. Warb. Very definitely. 

The Cuairnman. It should command our attention ? 

Mr. Warp. Very definitely. 





Mr. Chairman, in order to conserve the time of this committee, I 
have prepared a very, very brief statement on the subject and I 
definitely le ft out of the statement any qualific ations on my part. 

In view of the discussion here this morning, however, with regard 


to selective ratemaking, it might be well that my qualifications be 
read into the record, I can make that extremely brief 

The CruarrMan. Go ahead. 

Mr. Warp. I am a member of the transportation and communica- 
tions ene committee of the Chamber of Commerce of the 
United Stat nd chairman of their subeommittee on tr: iusport policy V. 

] am ame ace of the board of direc tors and exec utive c ommittee of 
the National Industrial Trafiie League. 

I am a member of the board of directo rs of the Transportation As- 
sociation of America and of the users’ panel. 

I am chairman of the transportation committee of the Compressed 
Gas Association and, as mentioned, a member of the traflic éommit- 
tee of the Manufacturing Chemists’ Association and chairman of their 
legislative subcommittee. 

There are a number of other groups with which I am identified, but 
it will not be necessary to mention them here. 

I am in complete support of S. 1461. I would like, however, to read 
one brief paragraph with regard to a proposal for amendment of 


1461. That is, to ask that it be applied not only to carriers subject 
LO purl I of the act but also to carriers subject to part Il. 

Carriers subject to part IL are not being required to justify general 
increases in rates in the same manner as rail carriers are required to 
justify general alyeg They should be made to stand on their own 
le OS and compe ‘led t » Jus tify proposed ge neral increases based on 


their own operating costs. This they are not being compelled to do. 
Bringing carriers subject to part I] under the requirements of the 
proposed bill will bring about much needed reform in the regulation 
of motor-carrier rates. 

The Cuarrman. I want tothank you for that. That is brief and to 
the point, and we appreciate it very much indeed. 

Our idea is not to rush anybody off his feet but to try to keep it as 
brief as possible. We read the record and all these speeches and then 
we put our heads together. 

Mr. Warp. Senator, it might be well if I mentioned for the benefit 
of this committee my thoughts with regard to this question that has 
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come up this morning on selective rate making, and I will make this 
extreme ‘ly brief. 

The CHarrmMan. We will be glad to have you. 

Mr. Warp. The comments made this morning, as I] 
have been primarily from members of groups invé lved in trucking; 


ave heard them, 


also from some farm representatives. 

I am, frankly, as a member of private industry, and a very large 
industry, unable to agree that the rail carriers should not have dis 
cretion to limit or not apply a general increase to certain com ait 
or certain movements of traffic. 

In too many cases application of the Increase without exception will 
immediately re sult in tonnage being diverted from the railroads 
competing forms of tran sportation, and if they applied that inerease 
al cl then Wi aited for normal legislative processes thre uch t} e Com 


mission the traffic would be lost and they would never regain It. 

In all fairness, I must say they should have discretion 

Senator Pasrore. What do you think of the idea of rendering with 
the application for an interim increase a schedule that would show 
t least could be discussed and passed upon 


the exce ptions so that that at 
by the ICC, so that you wouldn’t get into unfair competition ¢ 

Mr. Warp. Senator, I have thought ve ry ser 1OuS 1 of that. I have 
olven it a cood deal of consideration. In the final essence, rate 
making involves an analysis of the entire market conditions of any 
given industry. 

No railroad at any given amount, or any other form of tri er, \ 
tion, knows the answers to what will happen to the movement of 
commodity on a given product. 

In fact, we in industry many times have to spend weeks in studying 
our own movements to determine what will happen if a freight rate 
is changed, both in pricing and in competitive conditions within our 
markets. 

Frankly, many times we are guessing at it. We know that no 
management of a railroad in a short period of time—nor can any 
commission—sit down and know everything about our industries 
which we know ourselves, and we can’t find the answers and we know 
they are not going to find the answers. 

If they tried to analyze the entire movements and competitive 
relationships, let’s say, on a given product such as mentioned here 
this morning of pet troleum, the y would not get the answer in time to 
make an increase request and put it into effect. 

Senator Pasrore. Let us assume that if the exemption was stated 
in the application and that were called to the attention of the ICC 
- arguments were made by competing agencies that that was a good 
or a bad exemption. Let us say the ICC ruled against the position 
as by the intervenor. If, for instance, at the time that the final 
disposition was made of the case the developments were such that it 
proved the case of the intervenor, wouldn’t the ICC be in a better 
position to understand then that the argument was well taken? 

Mr. Warp. Very definitely, but let me make this point. In 1 rate 
case involving 1 commodity, petroleum—and a general increase in- 
volves every movement in the United States and every industry in 
the United States—in that 1 case I sat through 3 weeks of hearings 
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here in Washington, D. C., and some 8 months of consideration follow- 
ing it before a decision was reached. ‘ 

If the rail carriers, for example, decided not to take the full in- 
crease but only a portion of it on petroleum traffic moving within the 
Southeast, the hearings themselves would take up the entire time 
allotted, on one movement. 

It would be beyond the ability of the Commission as presently 
constituted and without the placing of a tremendously large number 
of informed people within the Commission’s staff, to hold hearings of 
(hat nature prior to making an increase. 

Senator Pastore. But you will admit that it is a good thing that 
the points came up and that the ICC should consider it and give thei* 
iguments against it one way or the other? 

Mr. Warp. Very definitely. 

Senator Pastore. It is a big field. I can understand that. 

Mr. Warp. I can appreciate some of the remarks made here today. 
[f | were in the trucking business I would have made the same re- 
marks. But Tean’t say I think it is fair among all the various forms 
of competing transportation. 

‘The Cuatrman. Thank you very much for your kindness. 

Now, is Professor Baker present ? 


STATEMENT OF GEORGE P. BAKER, PROFESSOR OF TRANSPORTA- 
TION, HARVARD GRADUATE SCHOOL, BUSINESS ADMINISTRA- 
TION 


Mr. Baker. Senator, I apologize for not being here. I was sitting 
on the end of a runway in Wilmington waiting for a clearance which 
I could not get earlier. 

I think I was to be here to answer any questions in regard to Mr. 
Day’s statement. If you have no questions, I will not take your time 
further. 

The Carman. We will put it this way. You feel that this time 
lag ought to be done away with. Is that correct? 

Mr. Baxer. I do, sir. 

The Carman. Have you looked over S. 1461 very carefully 
yourself ? , , 

Mr. Baker. Yes, sir, I have. 

The CuHamman. Do you see anything that is wrong that you want 
to speak about ? 

Mr. Baker. I think my position, Senator, would be right along with 
Mr. Day’s. I don’t know his exact answers, but I have talked it over 
very carefully with him and I am sure I would agree with whatever 
he has said. 

The CHamman. Would you agree with Mr. Day that you are in 
fullhearted agreement with the plan on the St. Lawrence seaways? 

Mr. Baker. Unfortunately, I am not prepared on that. 

The Cuatrman. You will get another chance. 

We have statements from Mr. F. F. Estes, of the National Coal As- 
sociation; Mr. Chester C. Thompson, of the American Waterways 
Association; and Mr. C. A. Miller, of the American Short Line Rail- 
road Association, who were unable to be present at this hearing. 
Their statements will be made a part of the record. 
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(The statements referred to follow :) 


STATEMENT OF F. F. Estes, TRAFFIC MANAGER, NATIONAL COAL ASSOCIATION 


My name is F. F. Estes. I am traffic manager of the National Coal Associa- 
tion, with offices in Washington, D. C. The National Coal Association is a 
trade association representing the producers of bituminous coal throughout the 
United States. 

Since the preponderance of bituminous coal moves by rail (75 percent of 
total production in the year 1952 moved as revenue freight), and since the 
freight revenue accruing to the railroads from bituminous coal amounts to 
some 13 percent of their totdl freight revenue, and since bituminous coal 
furnishes the railroads with more annual revenue than any other single class 
of freight, we feel the views of our industry on a bill of this nature should 
be given consideration at least proportionate to the importance of bituminous 
coal as a revenue producer for the railroads. 

S. 1461 is commonly referred to as the timelag bill. It is identical, with slight 
exception, to the substitute bill to S. 2518 introduced in the 82d Congress at 
the request of the National Industrial Traffic League. We should not be sur 
prised, therefore, if the National Industrial Traffic League appears here in sup- 
port of S. 1461. But for the record let me make it perfectly clear that the 
National Coal Association and the bituminous coal industry it represents, 
although a member of the league, are in total disagreement with the views 
expressed by the league concerning the 8S. 2518 substitute and those we under- 
Stand it may express favoring S. 1461. Our people are opposed in principle 
to the provisions of S. 1461 for the following reasons: 

(1) The bill seems to be an important part of a publicly announced program 


for legislation that would give the railroads, though public utilities and bene 
ficiaries of reasonable monoply, unrestricted jurisdiction over ratemaking, par- 
ticularly for the heavy loading commodities such as coal, which are to a reason- 


able extent what we might call frozen to the rails 

Another important part of the railroads’ legislative program publicly an- 
nounced by them will be an effort to remove from section 15 (a) of the act 
the very heart of the ratemaking rule, namely, that the Interstate Commerce 
Commission must, in approving freight rates, give consideration to the effect 
of such rates on the movement of traffic. The railroads would have you repeal 
this provision, thus removing this all-important shipper protection, practically 
nullifving section 15 (a) and virtually shearing the Interstate Commerce Com 
mission of all of its present supervision over railroad ratemaking. Combine 
this with the bill you are now considering and you give to the railroads the 
power to establish higher freight rates on a simple showing that they have 
incurred increased costs, or according to their own estimates, will ineur in- 
creased costs, regardless of what effect that unilateral action will have upon 
the movement of traffic. 

While S. 1461 provides that the Commission within 60 days shall enter an 
interim order, inasmuch as the bill also provides that such order may be entered 
“with or without a hearing” and further sets up standards by which the Com- 
mission must mandatorily be guided in issuing such an interim order, the effect 
of the bill would be that selective interim rate increases could be thus made by 
the railroads without any semblance of investigation or approval by the Inter- 
state Commerce Commission. It may be argued that the railroads know more 
about running their own business than does anyone else. This may be true, but 
if so, why must buyers of rail freight transportation pay annually for a $600 
million passenger deficit as well as lesser but still substantial losses on less- 
than-carload or head-end freight; and when it comes to their cost estimates, an 
astonishing margin of error can be found in such estimates as the railroads have 
introduced from time to time in the series of general revenue cases before the 
ICC on which estimates, though later found erroneous, the Commission has ap- 
parently been led to approve freight increase pyramided upon freight increase 
until our product, bituminous coal, has virtually been priced out of the competi- 
tive fuel market. 

(2) The bill is one-sided for the reason that it makes provision only for in- 
creased transportation rates. Why should not similar provision be made for 
quick decreases in transportation rates, particularly when it is generally recog- 
nized that the present economic trend is more toward deflation than it is toward 
inflation ? 
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(3) The bill provides that within 60 days after the interim increases take 
effect the Commission shall investigate and proceed with final disposition of the 
cause in accordance with the substantive provision and powers granted it under 
other provisions of the act, and that the carriers shall make refunds if the 
interim increases exceed the maximum increases finally authorized. While this 
provision might, on its own face, seem to afford protection to shippers and con- 
signees, it would spell virtual disaster for the coal industry. Here’s why: Coal 
must be sold in the competitive fuel market on a delivered cost per British 
thermal unit. There may be exceptions due to convenience, and so forth, in the 
case of household users, but it is strictly a matter of dollars and cents where large 
industrial markets are involved. Now, let us assume that S. 1461 is in operation, 
that the railroads have consulted among themselves—and we hope in conformity 
with the Buiwinkle Act—-and decided that their estimated costs for the next 
12 months wil! justify a 15-percent general freight rate increase. In most cases 
that would mean an increase in the delivered cost of coal of 50 cents or more per 
ton. The ICC, with its hands somewhat tied and a yardstick or shibboleth setup 
for its guidance by the language of this bill, would in a more or less perfunctory 
manner, either with or without a hearing, allow the railroads to apply these 
increases on not more than 10 days’ notice. The industrial plant now using coal 
would immediately start to weigh that increase (of 50 cents or more per ton of 
coal) against the cost of gas or oil, and if either gas or oil could be obtained 
more cheaply on a British thermal unit basis than coal, the plant would be con- 
verted and coal no longer used. The owner of that plant is not disposed to wait 
for 60 days for the ICC to start to investigate the 15-percent increase, not knowing 
what the final decision may be. Thus, this business is lost to the coal industry 
and the railroads lose the revenue for hauling that coal; this loss of freight 
revenue causes the railroads’ costs per unit to increase, thus not only reasonably 
assuring final ICC approval of the interim increase, but creating an even more 
aggravated condition for the railroads to put into effect an additional increase 
pyramided upon the previous one even before the first increase is finally 
adjudicated 

instead of a so-called corrective timelag bill, what the railroads need is more 
freight revenue—more coal tonnage—because coal tonnage is generally recog- 
nized as one of the iost profitable commodities or classes of freight hauled by 
the rialroads 

t+) There is no vital need or necessity for the enactment of S. 1461. We do 
not believe the railroads or anyone else can successfully show this committee 
where they or anyone else have been irreparably injured or otherwise harmed 
by allowing freight-rate increases to be reviewed under the normal procedure 
provided for in the act. The railroads may have experienced some slight 
inconvenience, but this must be expected in the public utility field where virtual 
monopoly is enjoyed, 

(>) General rate advance cases contribute far more to an anaemic freight- 
rate structure than they do to a healthy one. Such preceedings, in our opinion, 
should not be entertained or docketed except in the most acute emergency. 
They transpose the emphasis that should be placed upon the level of freight rates 
and apply this emphasis to the allegation often times dubious of the need for 
additional rail revenues. They leave with the railroads almost final determina- 
tion to select freight tonnage that will be increased and that which will not be 
increased, and little opportunity seems to be afforded in these proceedings for 
parties of record to discuss the effect the proposed increases will have upon 
their particular product, and even after the Commission decides what general 
advance will be authorized, the railroads then single out certain traffic on which 
the full increases or only a part of them will be applied. Such a procedure is 
contrary in every respect to the true concepts of ratemaking. 

(G) It is recognized, of course, that the provisions of S. 1461 would not be 
applicable to increases granted in intrastate rates by the respective State com- 
missions. Let us assume that upon the showing provided for in S. 1461 the 
Interstate Commerce Commission were to grant a general interim increase of 
15 percent in the interstate rates, which increase could be put into effect by the 
railroads upon 10 days’ notice. Now let us further assume that some of the 
State commissions allowed a similar increase of 15 percent, while others allowed 
an increase of only 10 percent. Now suppose the ICC, after final hearing of the 
matter, were to find that the 15 percent increase was not justified and that an 
increase of only 5 percent should have been allowed. The railroads, upon 
demand, would be obligated to make refunds upon shipments during the interim 
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period to the extent of 10 percent, that is, the difference between 5 percent and 
15 percent. 

Since no similar provision for refunds is made or can be made by this Con- 
gress, there would seem to be serious doubt as to how an aggrieved shipper or 
consignee could obtain refunds on goods shipped within a State unless all of 
the State commissions were to enact laws similar to the one proposed by S. 1461. 
We do not believe the provision of the present section 13 of the act would 
extend so far as to require an automatic action by the State bodies with respect 
to refunds; and although the shipper or consignee, from an equity standpoint, 
would be entitled to refunds on his intrastate shipments comparable with 
refunds on interstate shipments, his legal redress, it seems to us, would have 
a most dubious status 

(7) We believe your committee will wish to consider, and seriously, the 


precedent that would be set up by the enactment of S. 1461 Although,, as 
previously stated, we are opposed to this bill principle, we raise the question 
here as to why the visions of the bill should be limited to rail rriers. Why 


should not the bill also embrace motor carriers and water carriers as well? 
Once enacted into law, why would not all other industries such as air carriers, 
colnmunieation instrumentalities, and any other industry whose rates are sub- 
ject to review and approval by Federal or State agencies, be expected to ask 
for similar treatment. In this particular respect, in addition to the other 
reasons we have endeavored to cite, it is a dangerous piece of legislation and 
should not be reported favorably by your committee 


STATEMENT OF CHESTER CC. THOMPSON, PRESIDENT, THE AMERICAN WATERWAYS 
OPERATORS, INC., WASHINGTON, D. C 


My name is Chester C. Thompson. I am president of the American Waterways 
Operators, Inc., a voluntary nonprofit national association of domestic water 
carriers operating on the inland rivers, intracoastal canals and waterways, the 
bays, sounds, and in the harbors of the United States, which maintains its 
principal offices at 1819 F Street NW., Washington, D. C 

The American Waterways Operators, Inc., is generally in favor of the enact- 
ment of a so-called timelag bill; that is, it feels that some statutory enactment 
should be placed upon the books to assist the Interstate Commerce Commission 
in the expeditious granting to transportation agencies of ceneral rate increases 
to meet suddenly increasing costs. This is believed necessary for the reason 
that, due to the inherent public nature of their business, regulated carriers—as 
distinguished from business generally—are always confronted with a time dif- 
ference between the incurring of increased costs and the receiving of increased 
rates to offset such costs. This so-called timelag should be shortened as much 
as possible, therefore, in order that this type of industry may be placed on 
somewhat the same basis as industry generally. 

On the other hand, American Waterways Operators is opposed to S. 1461 for 
several reasons. First, the bill purports to authorize the Interstate Commerce 
Commission to expedite instances where the carriers are seeking “a general 
rate increase” to offset a general rise in costs. In fact it goes beyond that, 
inasmuch as the first sentence of the proposed amendment to section 15 states: 
“Whenever any common carriers subject to this part, acting by regions, districts, 
or other appropriate groups, ete.” Thus the first objection to S. 1461, as intro- 
duced, is the use of the words “regions, districts, or other appropriate groups, 
etc.,” for the reason that they are too vague and too general. There is no criteria 
in the bill as to what constitutes a “region” or “district” and, most certainly, 
none as to “other appropriate groups.” 

It is common knowledge that insofar as water carriers are concerned their 
rates are ceilinged by rail rates; as the rail rates are adjusted, either upward 
or downward, water carrier rates usually are adjusted accordingly. Thus rail 
earriers can select a particular commodity in specified areas and drastically 
reduce the rates thereon, allegedly to meet water competition but in fact to 
eliminate it; this has been their practice, and they have been most successful 
on numerous occasions in these competitive efforts. The proof of this conten- 
tion is shown in the absence of common water carrier operations on the west 
and east coasts of the United States, in the diminishing fleet so essential for 
defense in the intercoastal and coastwise trades, and in the absence of package 
freight in the inland water carrier industry, which traffic has gone to the rail 















112 AMENDMENT TO INTERSTATE COMMERCE ACT 


carriers because of this rate selective reducing policy. Therefore, the indefinite 
words “regions, districts, or other appropriate groups” open the door and, in fact, 
invite this group rate reduction by railroads directly competing with the inland 
water carrier industry. 

The second objection this association has to the bill is that it is applicable to 
rail carriers only ; however, it is understood that it also is to be made applicable 
to water carriers. If this is done, the wording discussed before would, of 
necessity, have to be changed due to the actual practice of water carriers on 
the inland rivers making their own rates. While many of these carriers are 
parties to so-called Bulwinkle agreements, they publish rates individually and 
not collectively as is the case with the railroads. Rates of water carriers may 
coincide, but more often they differ due to intraindustry competition. Such 
being the case, the bill as now written could not benefit water carriers inasmuch 
as it is confined to the plural, namely, “common carriers” and only when such 
carriers are “acting by regions, districts, or other appropriate groups.” 

Admittedly, it is somewhat difficult to suggest language to be substituted for 
that criticized and at the same time achieve all of the objectives of the bill 
However, it is possible to begin the proposed section 15¢ as follows: 

“Whenever any common carrier or carriers subject to parts 1, 2, 3, or 4 file 
a petition with the Interstate Commerce Commission seeking a general increase 
in its, or their, rate level and certified that, ete.” 

It is felt that the words “general increase” have been used before the Com- 
mision so often that they have become “words of art,” and the Commission could 
be expected to interpret them accordingly. 

Colonel Pinkney, who represents the American Trucking Associations, has 
prepared an amendment to S. 1461, in which the American Waterways Operators 
heartily concur. Based on past experience, it is believed that without this 

nendment the railroads can and, in fact, are invited to destroy their competi- 
tors. The history of the general increase cases, beginning with Ha parte 148 
and running through Fe parte 175B, is that the railroad on numerous occasions 
have made exceptions and filed lower rates—even in connection with rates 
where the general increase has been allowed—which, among other things, have 
the effect of destroying competition While technically there is a remedy in 
that anyone can file a complaint against such rates, the remedy is for all intents 
and purposes useless. A complaint case before the Interstete Commerce Com- 
mission would require many months—in fact years—for a final determination, 
since all persons in the United States are protected by the due-process clause 
of the Constitution. The amendments suggested by Mr. Pinkney would tend 
to minimize this danger, however, as the competitors at least would know exactly 
what they would be confronted with, insofar as the actually filed railroad rates 
are concerned, at the hearing provided in the bill. 

Lastly, and perhaps most important, the association feels that the bill should 
be further amended to provide that cases which will be subject to this legislation 
are, in truth and in fact, general-increase cases. The necessity for this sugges- 
tion is also based on history. Even with expedited handling, a general-increase 
case consumes a great deal of time, the taking of volumes of testimony and the 
introduction of innumerable and ponderous exhibits. In a case such as this, 
he Commission is not physically able to examine the details of each rate nor 
even the rates applicable to a given commodity—for example, sulfur—moving 
generally throughout the country. Therefore, carriers who are parties to general 
increase petitions should not be allowed, even in the petition, to request excep 
tions on given commodities or what is more commonly known as maximum hold 
downs 

Admittedly, certain exceptions have to be permitted, not only from a historical 
but from a relationship standpoint and also so as not to disturb the general 
economic structure of the country. Generally, however, these commodities are 
not many in number, but in most instances they happen to be those most sus- 
ceptible to water transportation such as coal, sulfur, grain, and similar bulk 
commodities. It is suggested, therefore, that these exception rates not be per- 
mitted to be included in a general petition but be made subject of a separate 
petition, wherein the carriers proposing the increases would be required to 
introduce specific evidence justifying their departure from the standard they 
seek in a general case. In this way competitors, interested shippers, and various 
competing areas again can specifically answer the reasons advanced by the 
earriers and in turn the Commission can more intelligently determine the 
extent, if any, to which a given rate can be made an exception. It is suggested 
that perhaps this can be accomplished by adding one word to those suggested 
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as a substitute for the first part of the first sentence; that is to say, add the 
word “horizontal” before the words “general increase.” 

The objections to the original bill, S. 1461, that have been detailed herein are 
fully as applicable to the substitute proposed by Senator Tobey, which it is under- 
stood has been recommended by the Interstate Commerce Commission. 

From a statement of the Interstate Commerce Commission, addressed to the 
Honorable Charles W. Tobey by Chairman J. Haden Alldredge on April 28, 1958, 
it appears that its concern is centered principally about the objective tests to be 
applied by the Commission in handling a petition such as permitted by the 
original bill. The chairman’s statement in this connection makes it clear, 
insofar as these changes are concerned, that they do not affect the position of 
the inland water-carrier industry as set forth in the original bill, 8S. 1461. How- 
ever, it is noted that the chairman specifically points out that the bill is limited 
to common carriers subject to part I of the act. 

There is one change, however, in the proposed substitute, which is found on 
page 3, lines 5 to 9, inclusive, that is also objectionable. It reads as follows: 

“To the extent necessary to effectuate their establishment, the rates, fares, 
and charges as increased by the said tariffs or schedules may be temporarily 
relieved from the provisions of section 4 of this part.” 

In view of the history and purpose of section 4 of the Interstate Commerce 
Act and the peculiar bearing it has on the welfare of inland water carriers 
generally, it is felt that it is absolutely unnecessary to single out section 4 
orders for special consideration in the bill. By so doing, it is quite probable 
that the Commission and the courts may find an interpretation that would have 
the effect, in the final analysis, of weakening the protective nature of section 
4 generally. 

It is felt that the Interstate Commerce Act as now written contains suf- 
ficient authority for the Commission to enter any orders necessary to afford 
the interim increase; in fact, such has been the history of the interim increases 
set forth on page 8 ef Chairman Alldredge’s presentation. Furthermore, as 
stated at the bottom of page 5 thereof, if the Commission desires Clarification con 
cerning possible violation of outstanding orders resulting from the interim in 
crease and, in addition, wishes to cover the section 4 situation, it would appear 
that the problem could be more properly solved by providing that the Commission 
shall enter any orders necessary to effectuate the establishment of the interim 
increases. In short, it is felt that specific reference to section 4 is highly unde- 
sirable and absolutely unnecessary and that it would have a detrimental effect 
on the inland water carrier industry. 

Hence, for the reasons mentioned herein, the American Waterways Operators, 
Inc., strongly urges that neither S. 1461 nor Senator Tobey’s substitute there 
for be favorably reported. 


STATEMENT OF C. A. MILLER, VICE PRESIDENT AND GENERAL COUNSEL, THE AMER 
ICAN SHORT LINE RAILROAD ASSOCIATION 


Mr. Chairman and gentlemen of the committee, for the record, my name is C 
A. Miller. I appear here in my capacity as vice president and general counsel 
of the American Short Line Railroad Association, 2000 Massachusetts Avenue 
NW., Washington 6, D. C. 

‘The American Short Line Railroad Association is, I am sure, familiar to all of 
you. I need, therefore, not describe it further than to say that the association 
now has 309 members. 

The American Short Line Railroad Association supports the bill which is now 
before you for consideration ; namely, S. 1461, 83d Congress, Ist session. It sup 
ported a similar bill in the 82d Congress, 2d session, known as 8S. 2518. 

S. 2518, 82d Congress, 2d session, and S. 1461 have the same objective. There 
is, however, this major difference. In S. 2518 the Interstate Commerce Com- 
mission would have been required to act within 30 days after the filing of 
a rate increase petition by the carriers. Under the present bill, S. 1461, the 
Commission would have 60 days within which to act. While 60 days seems 
like a long time when expenses are running ahead of revenues, nevertheless, 
we believe that, under all the circumstances, 60 days is a reasonable time for 
action by the Interstate Commerce Commission. 

I am not going to retrace the grounds covered by previous witnesses for the 
railroads, nor duplicate their testimony, except to the extent necessary to place 
the views of our association on record for your consideration. 
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The reasons this bill should be enacted into law have been clearly stated. The 
short-line railroads have, since World War II days, and I mean generally since 
1945, had an experience which demonstrates the need for some change in the 
law whereby their revenues may be increased promptly in order to be in a posi- 
tion where their expenses are not in excess of their revenues. 

The unsatisfactory financial condition in which many of our members have 
found themselves results, very generally, from two principal causes: First, the 
delay in obtaining from the Interstate Commerce Commission the necessary per- 
mission to increase rates, and, second, the relative inadequacy of the rate in- 
creases granted by the Commission when it did act. 

The bill before you, S. 1461, deals, of course, only with the regularity of t 
time lag phase of the problem. 

In times of inflation in wages and prices, it is vitally necessary for the gen- 
eral prosperity of the railroads and the maintenance of good financial conditions, 
tl lat they be permitted to increase the level of their rates and charges so as to 
make them more nearly responsive to their expenses. 

The postwar years have, in general, provided good earnings for industry and 
for agriculture. But, strange as it may seem, and unfortunate as it may be, these 
vears have failed to provide the railroads adequate earnings, notwithstanding 
a very high traffic volume. The inability of the railroads under present law to 
increase their prices as promptly as industry in general has resulted in their 

sing tremendous revenues which they so badly needed. This has been due to 
the fact that approval of proposed increased rates by the Interstate Commerce 
Commission has been slow, and the extent of the increase has been inadequate. 

» do not believe that the Interstate Commerce Commission is subject to any 
great amount of criticism of its so-called slowness in handling these general 
rate-increase cases. The Commission has undoubtedly acted honestly and con- 
scientiously in the light of its interpretation of the present law and its concept 
of its duties thereunder. But, there have been times when we thought the Com- 
mission might have moved with more dispatch. This is neither the time nor the 
place to discuss the adequacy of the increases in rates which have been ulti- 
mately granted by the Commission. Quite naturally, the railroads believe they 
have been inadequate. The overall result, however, has been that our members 
have earned substantially less than a fair return since the close of World War 
If, and unless some relief is granted in the immediate future, and some more 
adequate method of maintaining a proper relationship between revenues and 
expenses is made available, these members are likely to continue to earn less 
than a fair return. 

Actually, there appears to be no valid reason why the railroads should not 
be made, as nearly as possible, comparable with business generally, and per- 
mitted to increase their prices so as to avoid losses. 

We believe that S. 1461 should be enacted into law, and we urge that your 
committee favorably report it to the Senate. 

The Cratrman. Are there any other witnesses here who want to 
speak in behalf or against the bill, on alterations or repairs? If so 
speak now or forever hold your peace. 

We will read this bill, get our heads together on the testimony, and 
will render a decision within a very few days. 

My secretary advises me there will be a hearing tomorrow morning, 
and the witnesses are Mr. Gurley, of the Atchison, the president of 
the Atlantic Coast Line, and representatives of the National Indus- 
trial Traflic League and the Association of American Railroads. They 
will be heard at 10 o’clock tomorrow morning in this room, and you 
will all be welcome. 

Senator Pasrore. When are the ICC representatives coming in? 

Mr. Jetsma. They have filed a statement here. 

The CuarrMan. For which relief, much thanks. 

Senator Pasrore. Don’t you think we ought to have someone here 
of whom questions could be asked ? 

Senator Griswotp. Do you have amendments suggested ? 
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Senator Pastore. We have amendments suggested. Here is a prop- 
osition which has been raised as to whether or not it should be across 
the board. 

The Cuarrman. I would be glad to have our friend here, who is an 
expert on railroad affairs, take that up with the ICC. 

Senator Pasrore. I think that is necessary. 

Senator Monroney. I think we ought to have a witness, Mr. Chair- 
man. We have had railroads and truckers and chemists and every- 
body else. 

The CHarrMan. We will have somebody up here. We will find the 
fellow who favors the bill mostly and bring him up. 

Thank you for your attention today. 

The hearing is adjourned. 

(Whereupon, at 11: 40 a. m., the hearing adjourned.) 
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THURSDAY, MAY 7, 1953 


UNITED STATES SENATE, 
COMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
Washington, D.C. 

The committee met at 10 a. m., in room G—16, Senate Office Building, 
Senator Charles W. Tobey (c ha uirman) presiding. 

Present: Senators Tobey, Butler, and Pastore. 

Also present: Edward R. Jelsma, member of professional staff, and 
Gene Dawson, administrative assistant to Senator Capehart. 

Senator Butter. The meeting will come to order. Mr. Gurley, will 
you please take the stand ? 

Mr. Gurley, do you solemnly promise that the evidence you give 
before this committee will be the truth, the whole truth, and nothing 
but the truth, so help you God? 

Mr. Gurury. Yes, sir. 

Senator Burter. Senator Tobey asked me to come over and open the 
meeting. He said he would be here a little late. I assume this is a 
continuation of the timelag bill that we are now pursuing. 

Mr. Guruey. I would understand so. 

Senator Burter. Good. I am sorry I have not been able to be more 
attentive to this bill, but the work around here seems to be such that 
you do not have too much time to put thought on individual matters. 

You may proceed, Mr. Gurley. 


STATEMENT OF F. G. GURLEY, PRESIDENT, THE ATCHISON 
TOPEKA & SANTA FE RAILWAY CO. 


Mr. Guriry. My name is Fred G. Gurley. I am president of the 
companies that comprise the Santa Fe Lines. I appear in support of 
S. 1461. I have read the prepared statements of Mr. Franklin and 
Mr. Fort. 1 thought they covered the subject quite well. It would be 
my purpose to avoid repetition to the greatest extent possible. When 
I complete my prepared statement I would like to discuss extempora- 
neously and rather briefly a small exhibit I have prepared which I 
think might be helpful to some of the purposes to which I address 
myself. 

Senator Burier. Very well. 

Mr. Guriry. Shall I read my prepared statement through, Senator? 
Is that your intention ? 

Senator Burier. I am advised that the chairman asked yesterday 
that the statements be filed with the committee and that you make 
your points briefly and then any discussion that you would like to make 
after that, and we will accept the statement and make it a part of the 
record. 
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(The statement referred to follows:) 


This bill deals with what has been called the timelag problem in our regula- 
tory procedure in connection with securing general increases in railroad rates 
to meet increases in wages and prices. The problem is not a simple one. There 
are various interests which must be considered and protected, and as in many 
other situations there must be a balancing of these interests where they conflict. 
In our opinion, S. 1461 does a good job of reconciling the interests of the rail- 
roads, the shippers, the general public, and the Interstate Commerce Commis- 
sion, and should be enacted into law. 

I think the nature of the timelag problem is pretty clear. Under present law, 
railroads can make general increases in their rates only by going through formal 
proceedings before the Federal and State commissions. These proceedings con- 
sume many months. The reason for the delay is that the regulatory procedures 
are not adapted to the kind of problem which the railroads and the rest of our 
economy have faced during the past few years. In general, the rest of the econ- 
omy has been able to help itself by employing the normal processes of our busi- 
ness system, while the railroads are regulated in a manner that was devised 
imany years ago for application to conditions wholly different from those with 
which we have been passing through. 

This postwar period has been one of great industrial activity, of general busi- 
ness and personal prosperity, and of steadily increasing costs of labor and ma- 
terials. The railroads have participated in the industrial activity by hauling 
record peacetime voluimes of traffic. But they have not as a whole enjoyed a 
fair share of the general business prosperity. The average earnings of the rail- 
roads on their depreciated investment during the period from 1946 to 1952 
amounted only to about 34% percent, and we anticipate no improvement in this 
Situation in 1953. Even in the boom war period the railroads as a whole earned 
only 4.9 percent on their net investment, which would be far from adequate to 
enable them to maintain a sound and healthy condition in this postwar and 
semiwar inflation 

I believe all of you will agree that the time for a railroad or any other enter- 
prise to realize good earnings is when business is good and prosperity is general. 
Surely we cannot rely on lean years to produce the financial strength necessary 
to sound growth and stability in this industry. As a matter of fact, the Inter- 
state Commerce Commission itself recognized this basic principle over 20 years 
ago when it pointed out that “inasmuch as railroad earnings must inevitably 
fall below normal in times of depression they may properly be permitted to rise 
above normal in times of prosperity” (Fifteen Percent case, 1931, 178 I. C. C. 
539, 582). 

The point is, however, that the railroads have not prospered in this postwar 
period of high traffic volume, and the reason very largely is that during the 
entire period their rates have lagged far behind the constantly mounting cost 
of doing business. I shall not recite statistics in detail because I am sure there 
can be no dispute about them in view of the Commission’s findings in the several 
general-increase cases. It is perhaps enough to point out that, while railroad 
Wages increased somewhat between 1939 and the end of the war, the big increase 
came after 1945. Between that year and January 1952 wage rates increased 
approximately 145 percent, and they have increased more in the past year. Dur- 
ing the same period prices of materials and supplies increased 180 percent on 
top of about a 32-percent increase between 1939 and 1945, 

We could not, as most unregulated businesses could, automatically increase 
the price of our service when these wage rates and prices of materials and 
supplies advanced. Instead, our only remedy was to file petitions with the 
Interstate Commerce Commission and the State commissions and wait much 
too long for results. During the period of delay our rates were on an increas- 
ingly inadequate level. In seeking the place where we think correction should 
be made, it is fair to say that the fault probably is more with the law itself. 
We believe the chief difficulty is in the fact that present procedures are not ade- 
quate or sufficiently expeditious to operate under the postwar conditions. They 
are not geared to the rapid inflation which has prevailed since the war. 

Two serious consequences followed from the timelag. First of all, the in- 
creases which were finally allowed were insufficient because the inflationary 
process had continued to operate while we were waiting. By the time one pro- 
ceeding ended, costs had already gone so much higher that we were forced to 
start the machinery all over again. Consequently, since 1946, our freight rates 
have been almost constantly in litigation. 
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In the second place, the delays in terminating the proceedings cost the rail- 
roads well over a billion dollars of revenue which they could not afford to 
forego. It has been estimated that if each general increase as finally authorized 
could have been put into effect 30 days after the petition for that increase was 
filed with the Commission, just as any tariff may be made effective on 30 days’ 
notice, the railroads as a whole would have received 114 billions of additional 
gross revenue during the postwar period. That revenue would have improved 
the condition of the railroads tremendously by contributing its part to the cost 
of the extensive rehabilitation and modernization programs which confronted 
the railroads after the war years. But instead, that revenue was irretrievably 
lost, because there is no way to make a rate increase retroactive. 

But this statistic of revenues which were lost may not tell the story in simple 
and understandable form from the point of view of a person who has to try to 
live with a rigid rate structure of his business while buying on a rapidly in- 


creasing market. And I can illustrate the point very simply In 1926 a boxcar 
cost approximately $2,500. Today it will cost about $6,200 The new car will 
be a better one because of improved technology, but it will still represent only 
the replacement of one unit of equipment. Therefore, if today we had in hand 


funds from prior years in the full amount of the depreciation accrued on original 
cost, we would still need another $3,700 in order merely to maintain that one 
unit of our plant. 

That $3,700 must come from earnings. gut in order to have &3,700 left after 
current earnings at today’s Federal income-tax rates, it is necess iry to realize 
net earnings before taxes of $7,700. In other words, when the Santa Fe sets 
out to replace a $2,500 boxcar it must have $10,200 in the cash box, $4,000 of it 
for the Federal Treasury and $6,200 of it for the ear. 

It is in the light of these facts that I urge upon you the seriousness of the 
timelag in our regulatory procedures. We hope for stabilization in prices and 
wages but we need more than hope. We need something tangible in legislative 
policy. As I have said, the delays in postwar general increases have already 
cost the railroads well over a billion dollars, and we have no guaranty as to 
what the future holds in the way of further inflationary pressures 

What we need to do is to provide regulatory procedures flexible enough to 
meet this problem without depriving the Commission of any proper authority 
and without destroying any essential rights of shippers. This can be done, we 
believe, by adopting S. 1461. Under that bill the railroads as a whole or as 
groups can initiate rate increases in response to actual or immediately prospec- 
tive increases in wages or costs of materials and supplies upon certifying to 
the Commission that such increases are necessary to permit the railroads under 
honest, economical, and efficient management to earn revenues sufficient to 
enable them to provide adequate and efficient rail service, to maintain sound 
credit, and to attract equity capital. The Commission would not lose its power 
to pass upon the justification for the proposed increases nor upon the reason- 
ableness of the resulting rates. It would simply be required to take action 
within 60 days, under the standards of the bill. 

We think that the time limit might appropriately have been 30 days instead 





of 60 days, because the initial issues in the case are wholly factual and largely 
Statistical in nature, and the reparation provisions of the bill afford shippers 
full protection against the interim order. However, we are willing to accept 
the 60-day maximum waiting period because the bi!l is so definitely a step in 


the right direction, and because with this expression of congressional policy 
before it we may have confidence that the Commission in a case of urgeney will 
act promptly without waiting for the maximum period to expire. 

We do not believe that any serious grounds exist for objecting to this stream- 
lining of the regulatory procedure. We are not asking to be relieved of regula- 
tion. We are not proposing that the Commission be denied supervision of our 
rates and that shippers be subjected to our whim in making general rate in- 
creases. Neither can shippers claim to be prejudiced in any material degree by 
this bill since they will have their day in court. They may appear twice, i. e., 
on the interim hearing and also on final hearing. Not only that, the shippers will 
be entitled to reparation if the increases published on an interim basis exceeded 
what the Commission allows in its final decision. 

By and large, the industrial shippers are those industries of which the Ameri- 
“an people are so justly proud. Their ability to produce economically is largely 
responsible for our standard of living, and it contributes in no small measure to 
our way of life. The efficiency and improved productivity of American industry 
always has required large sums for modernization. 
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Does anyone think the railroads are different? 

One of the railroad industry’s biggest problems in recent years has been to 
improve, renew and modernize its plant with a wholly inadequate margin of 
revenues over expenses. The problem of plant renewal and modernization is 
now and will continue to be the No. 1 problem of the railroads in meeting the 
challenge of technological advance in industry generally and in the transporta- 
tion field particularly. The importance of this point is shown by the fact that 
eross Capital expenditures of the railroads for the past several years has been 
well over a billion dollars. They amounted to 1.3 billions in 1952, and the esti- 
mates for 1958 exceed 1.2 billions. Following the outbreak of Korean hostilities, 
the class I railroads undertook a program of building up their freight-car fleet 
from 1,724,000 cars, at which the figure then stood, to 1,850,000. 

We have had inevitable problems of securing allocations of steel and other 
critical materials, and the goal is only partially attained today. But we must 
and will continue with that program, as well as with the programs of improved 
motive power, mechanizing maintenance, and other operations, improving track 
structures and safety methods, and carrying on all the other programs that are 
inherently a part of a vital industry. 

I do not think I need to devote much more time reviewing the role of the 
railroads in our economy because it is obvious to all informed and fairminded 
men that the railroads are and for the foreseeable future will continue to be one 
of the foundation stones of our entire industrial structure. The only point which 
I want to make is what any businessman knows, whether he be a Senator or 
a railroad officer: That the money for installing new machinery or processes 
or for research or expansion depends upon earnings. The railroad industry 
cannot have adequate earnings if its revenues must constantly lag behind the 
inflationary expense spiral. We think the public interest in a sound transporta- 
tion system requires that regulation be directed toward progress and the forward 
look. 

One reason Why recognition of the railroads’ position is so important is that 
we are not carrying on those programs of progress out of the Federal Treasury. 
You may have seen some of the current Santa Fe advertising in which we point 
out that this is progress which is paying its own way. It is extremely important 
that Congress appreciate the railroads’ financial position as an important element 
to be taken into account by the railroads and the Commission in adjusting the 
rate structure to meet rising costs. It is not unfair to say that the future of 
the railroad industry may well depend upon it. And to the extent that the 
future of the railroad industry is involved, I think the future of our system of 
private free enterprise is involved. 

I have only one brief comment to make in concluding concerning a proposal 
Which IT understand has been or will be made by motor carrier interests to 
amend S. 1461. In effect, the amendment would seek to foreclose the railroads 
from voluntarily establishing exceptions to authorized increases where they 
considered such exceptions necessary or desirable for commercial or competitive 
reasons. 

In our opinion such a provision in the law would be both unwise and unwar- 
ranted. There should be no such freezing of the rate structure as this proposal 
contemplates. The extent to which railroads may go in declining to publish 
general rate increases on truck, barge or pipeline competitive commodities, 
or in eliminating increases on these commodities in whole or in part should 
be a matter for managerial judgment and discretion, provided rates are not 
allowed to go beyond compensatory level. My primary experience has not been 
in the traffic field, but I know that intercarrier competition is affected by forces 
and influences which must be dealt with from day to day and case by case. 
It would be a serious mistake for Congress to freeze the pattern of intercarrier 
competition. 

Mr. Guriey. With the understanding that I get from your remarks 
that the prepared statement be a part of the record, I think my remarks 
extemporaneously will be rather brief. 

It is perfectly obvious that we seek the expedition that this bill is 
to produce. We think that is highly important from the standpoint 
of overcoming the losses in revenues we have experienced in recent 
times due to the so-called time lag. One can devote quite a bit of time 
on that subject, yet I suppose you could wrap it all up with consider- 
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able emphasis to say that we believe with all the strength of our being 
that that time lag should be overcome. 

I would like to emphasize this, that a year ago I appeared here in 
support of another bill which was somewhat more drastic and some- 
what more direct than this bill. There were some objections to it, 
although I always thought that basically there was quite a bit of 
agreement between the various interests that are touched upon by a 
proceeding of this kind. I think that is borne out by the fact that 
this bill before you now is not in a sense’a railroad bill. It is more 
the users of the railroads that have adopted the language of this bill. 

I think these users recognize that the time lag to which we have 
been subjected is wrong and does injustice both to the shippers and 
the railroads. 

I should like to make this point here in that regard, that by and 
large these industrial shippers represent the same industries that have 
made America what it is today. These industrial shippers, of course, 
realize that they have to have sums of money in their business to keep 
their plants modern and there is no difference in the broad aspects 
between one segment of American industry and the other. 

So it is, I think, that the shippers come to realize that the injury 
done to us is an injury to them. They, therefore, get around to sup- 
porting, in fact almost dictating, this bill, according to my under- 
standing. 

One other point I would like to emphasize is this, that regulation, 
of course, is a difficult business. Yet I think everyone who has any- 
os to do with regulation, whether it be a Member of the Congress 

anyone else, should accept as a challenge that the regulated busi- 
ness ought not by the very nature of its regul: ation to get bound with 
redtape | to the end that it does not keep pace with the other segments 
of our society. 

If one will just look at this thing with that in mind, I think it will 
be very helpful. 

I have been told that some questions have arisen with reference to 
technical differences in language between the present rate-making 
section 15 a (2) I think it is, if my memory serves me correctly, 
and the language of this particular bill. I have never thought there 
was very much difference in the intent or the ultimate goal of the 
two procedures. I do think, however, that the language of this bill 
is a little clearer and is somewhat of an amplification of the present 
rate-making rule. To the extent that it can be reconciled, I certainly 
would suggest that the reconciliation be toward adopting the more 
positive procedures of this bill rather than the deductive results of 
the present law. 

By the expression “deductive results,” it seems to me that if you 
sit down and think it through, the present law will produce the same 
results that are anticipated by the language of this bill. It takes 
a bit of deducing to figure it out, and I think it would be much plainer 
if it were spelled out as this bill contemplates. 

There is one other point to which I want to address my attention 
foramoment. A modification has been introduced, as I understand it, 
somewhat directed to the idea that authorized increases must be 
made effective and if we want to make any exceptions they must be 
known in advance and approved by the Commission at the time of 
the interim authorization. 
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Senator Burier. Does that go to the supplying of data prior to 
the application for the increase ? 

Mr. Guriey. | assume it would. I confess that I am in some doubt 
as to where it would carry. As I understand it, some criticism has 
been made that there are times—and they are rare times—when some 
rate is authorized and then after it is authorized that particular rate 
on some particular commodity is not placed in effect. My informa- 
tion and my opinion is that those are rare instances and they are the 
rare instances that prove thé point, in my opinion, that we must have 
some reasonable flexibility in this whole matter. I certainly would 
hope that we would not in a bill which is designed to be helpful, 
get some more regulatory redtape that would hamstring us. So I 
would like to see a continuation of the practice we have had in that 
regard. 

Senator Pasrore. I am quite familiar with that because I was here 
yesterday when that testimony was given. The apprehension, simply 
and concisely put, is this: There is fear that if this interim rate al- 
lowance is made because of the emergency of the moment, there is a 
likelihood that it will not be placed across the board and that certain 
items will be exempted on the basis of unfair competition. A sugges- 
tion was made that at the time that the application for the interim 
allowance is made, that a schedule be rendered as part of the applica- 
tion showing the exemptions if there are going to be any, so that 
there could be an opportunity for intervention on the part of the 
demonstrants. At that time the matter could be considered by the 
ICC, and even though the question were laid aside, it could be finally 
disposed of at the final disposition of the permanent structure. Do I 
make myself clear on that ¢ 

Mr. Guriey. You make yourself quite clear. In fact, the whole 
thing is quite clear to me, if I may say so, Senator, because it does 
not work out quite that way. These things are not known at the 
time. Sometimes they are not known until after you are all ready to 
put it into effect. You will get a 4-cent rate increase authorized on 
commodity A and then you find that yesterday your competitors 
made some shift in the thing and you can only put in a 2-cent rate. 
You did not know anything about that at the time you were down be- 
fore the Interstate Commerce Commission. Things moved just that 
faust. That is the reality of competition. Those are the realities of 
things and it does not happen quite in the way that it is all kind of a 
rigid, known-in-advance thing. I repeat that we are addressing our- 
selves toa relatively small part of the overall picture, but nevertheless 
that is a very real explanation I am giving you. It is a part of the 
realities of what takes place. You do not know it in time to do it the 
other way. 

Senator Pastore. I know from my own experience—and I made 
this observation yesterday—in my own State when I was Governor we 
had several instances where rate increases were sought by the tele- 
phone company or the electric company or what have you. Ordi- 
— the procedure there is that once the rate increase is allowed, 

schedule must be submitted by the public utility to the administrator 
of public utilities showing just where that is going to be applied, and 
that has to be certified before the increase can go into effect. I was 
wondering if that is the case with ICC. 
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Mr. Guruey. I do not see how it can be quite, Senator. You see, 
with those utilities you described, there are not the shifting scenes of 
competition to be reckoned with that we have. They can do that 
much easier than we. Certainly there is no objection as an abstrac- 
tion to what is being proposed, but there is an objection to it as a 
reality. 

Senator Pasrore. Of course, you can see the point. I can see their 
point. I do not know what the mechanics are or just how cumber- 
some this is going to be, and I think we ougt to hear on this point from 
the ICC, too. Of course, the argument they make is that it could be 
very easy for the railroad, we will say, to be granted a 15 percent 
interim increase. Then, realizing the fact that it would be to their 
own selfish interest not. to put it on a particular item in which they are 
in competition on transportation, they could exempt that item to the 
disadvantage of the competitor. Of course, that is possible. Whether 
or not it has been the practice, I am not getting in that at all. They 
say it has been, and one of the witnesses brought out the case of Ilh- 
nois where automobile transportation was actually put out of business 
only because an increase was not applied in that particular area, 

I du not. know how true that is, but that was the presentation that 
Was made yesterday. 

Mr. Guriey. Let me say again, Senator, that I think you will find 
that any exceptions made from the authorized increases, which ex- 

ceptions are not those that stem from the realities of unexpected com- 
petitive developments, are extremely rare. In fact, at the moment I 
do not know of any at all. 

Senator Pastore. I thought I would call it to your attention. 

Mr. Guriey. Do I make myself clear that it is not so much an ob- 
jection to abstract procedure as it is a brief discussion on the realities 
of what we get up against ¢ 

The only other point to which I think I would like to direct my 
attention at the moment is this small exhibit that I have, if I may 
ask your indulgence to look at that a moment, please. I prepared this 
little exhibit directed only to one point, namely, to emphasize the need 
for the employment of additional sums of money in the railroad plant 
to keep it as modern as possible. I took the years 1929 and 1952. 
I selected 1929 merely because it was the last of the good years before 
the depression. I took 1952 because it was the last full year for which 
data are available. 

If you will look at column 1 you will observe that the revenue ton- 
miles on the Santa Fe—this is a Santa Fe exhibit—increased almost 
100 percent. The freight-train-miles did not increase so much. The 
freight gross ton-miles per train-hour practically doubled. The num- 
ber of car-days required to perform a thousand net ton-miles of service 
is cut in half. Our passenger-miles doubled. Our passenger train- 
miles stayed about constant. The number of employees showed a 
slight decrease. ‘The gross investment in road and equipment in- 
creased 47 percent from 1,094 million to 1,608 million. 

Now, as I say, the purpose of this is to show that those efficiency 
improvements came from the improved plant produced by the invest- 
ment in line 8. I should add that volume itself has a tendency to 
produce some increase in efficiency. 
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Then I thought you might find some interest, although I do not 
know of anything we can do about it here this morning, in taking a 
look at the tax situation. Our taxes in 1929 were $25 million. In 
1952 they were $109 million. 

Another way of looking at that is that the tax per thousand revenue 
ton-miles in 1929 was $1.23. In 1952 it was $3.37, or an increase of 
174 percent. That will have its application in connection with page 
6 of my testimony where I try to explain to you why in replacing 
a boxcar which cost about $2,600 you have to have about $10,000 today. 

Senator Burier. Mr. Gurley, we will put this in the record as a 
part of your testimony. 

Senator Pasrorr. Mr. Gurley, I do not mean to be funny when I 
ask this question. I am very serious about it. Have you any break- 
down on the net profit as between the two dates ? 

Mr. Guriry. Yes. In 1929, with a total revenue of $273 million 
plus, our net corporate income was $61 million plus. In 1952, with a 
total revenue, including income from other sources, $616 million plus, 
and net corporate income of $76 million plus. About 6 million of that 
in 1952 was from oil-producing properties, which would be about $4 
or $5 million more than the net income from that same source in 
1929. Does that answer your question ¢ 

Senator Pasrorr. In other words, your gross income was about 
300 percent more, but your net profit stayed about the same ¢ 

Mr. Gurury. Yes; that is correct. If you look at line 1 you will 
note that the use of the property doubled. 

Senator Pastore. That question will arise, and I thought it ought 
to be in the record. 

Mr. Guriry. Thank you, Senator, I think that is all I have to 
comment on directly. 

Senator Burter. Mr. Fort, would you like to make a statement to 
the committee ¢ 

I would like some light on the discussion raised by the Senator 
from Rhode Island in connection with the application of rates and 
the process that the railroads followed. 


STATEMENT OF J. CARTER FORT, PRESIDENT AND GENERAL 
COUNSEL, ASSOCIATION OF AMERICAN RAILROADS 


Mr. Forr. Mr, Chairman, my name is Carter Fort, and I appeared 
in the early part of the hearing and made a statement. I would like 
to speak for a moment now while Senator Pastore is in the room, 
because he was not here when I appeared earlier, about 1 or 2 points 
that he has raised. 

The water carriers, as I understood their testimony, took the posi- 
tion that these general increases to which this bill would apply should 
be limited to what they call straight across-the-board inereases. That 
is, a fixed percentage on all commodities and all rates. The truck 
interests did not go nearly so far as that but they did suggest an amend- 
ment which would read—and I discuss the two amendments together— 
that the petitions filed under this section shall be accompanied by an exhibit 
showing any proposed exceptions to the uniform application of the proposed 
increases, and the Commission's interim order shall authorize such exceptions 
as, in its opinion, are justified. 
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I take it that the proposal of the trucks means that during the course 
of this interim proceeding you would have to get a spec ifie justifica- 
tion for any exception and that you would then have to file the full 
amount of all increases that are authorized. 

The practice is now to file an application, a copy of one of which 
I show to you, which sets out the proposed increases in rates. That 
application shows an overall general increase. Then it shows that as 
to certain commodities there will be certain exceptions. For example, 
exceptions are always made as to fresh fruits, as to lumber, as to 
sugar and as to coal. The reason is that those adjustments are so 
delicate as a competitive matter between different territories that the 
entire competitive situation—by competitive I mean the market, the 
producing point, competitive situation in that trade, lumber, for ex- 
ample—would be so upset by a straight percentage increase that as 
a practical matter it would be i impossible. With lumber, for example, 
what is done is this, as you will see in the petition that I will give you: 
You publish a cents-per-hundred-pounds maximum, and that is de- 
rived in this way. The key rate on lumber is supposed to be the rate 
from Hattiesburg, Miss., to Chicago. On that rate you make your 
percentage increase, which is the same general percentage increase 
you ms ike on all rates. Then, you use that increase as a maximum for 
Pacific coast lumber, for Southeast lumber, to maintain that cents-per- 
hundred- pounds rel; ationship 1 in the marke oe Otherwise, some of the 
produc ing points would be wholly put out of business. 

The same thing is true with citrus fruit. With citrus fruit the per 
centage increase is applied on the key rate which is from Lake W ales, 
Fla.,to New York. That comes to a certain number of cents per hun- 
dred pounds. That is used as the maximum on Texas fruit, and on 
Pacific-coast fruit. 

You have the same situation as to coal. Coal-production points 
would be entirely put out of business if you used a percentage increase 
on all coal. So you use a cents per hundred pounds on coal, as set 
forth in the application. 

These are the principal cases where it is absolutely necessary that 
there be exceptions or what are known as hol ldowns in order to pre- 
serve proper competition between producing points in the United 
States. 

Senator Pasrore. Do I understand you correctly when I assume 
that your position is that it would be very impractical or almost im- 
possible to pecify at the time of the filing exactly all the items of 
exception 4 

Mr. Forr. No, sir: L am getting to that. Practically wholly that 
is done. 

Senator Pastore. On those four large items that you have enu- 
merated ? 

Mr. Forr. And there are hardly any other exceptions. May I get 
tothatina moment? I just want to cover this point. 

Senator Pasrorr, All right. 

Mr. Forr. I want to hand this copy of a petition to you so that you 
will see that there is full disclosure when the petition is filed. You 
can see the proposal there. It is before the Commission at the time 
it is giving its consideration to the increase and it is before the shiv- 
ping public, exactly what the carriers propose and the exceptions that 
they propose. 
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Senator Pastore, I think this is important. 

Mr. Forr. Traditionally these cases have been handled by the Com- 
mission as permissive rate increases. The orders that the Commis- 
sion enters in these cases are merely orders that clear the way. They 
relieve you from outstanding orders that would forbid such increases 
if you did not get relief. They grant you extended fourth-section 
relief necessary in order to pub lish these rates that you say you are 
going to publish. 

wee as a practical matter, if you had to raise your rates across the 
board by a straight percentage, you would create business chaos be- 
cause of the fine rate relationships that have to be maintained but 
could not be maintained that way. It would be impossible to main- 
tain proper rate relationships if this relief should be limited as sug- 
gested. It would be no relief at all and we could not take advan- 
ta ge of it at all. 

Then we will go one point beyond that. After these petitions are 
filed and after they show these holddowns and exceptions as you see 
in that paper and the Commission grants you permission to make in- 
creases, they are made without exception except for very rare excep- 
tions that arise in particular cases. I am told in this last case, Ex 
parte 175, that in fa Kast there was not a single exception to taking 
advantage of the full authorization that the Commission gave. In 
the Southwest there were 1 or 2 exceptions that came about in this 
way: The railroad wants to raise its rate on petroleum as it raises the 
other rates between two particular points, so it asks in its application 
for authority to make such an increase. It is granted. Then the 
shippers come to the railroad out there and they say, “If you make that. 
increase, you are not going to get a pound of traflic because the trucks 
have told us they are not going to increase their rates.” The whole 
competitive situation would be thrown out of line if you made an in- 
crease and they did not, so you don’t make it. That, I say, is so rare 
that you do not have to bother about it a bit. It happened just in 1 
or 2 or 5 cases. 

What would be the situation if you were required to make the in- 
crease that was authorized? As it is now, it is an insignificant thing 
but it would be far from insignficant if you were required to make it, 
because here is the position your competitor would be put in. Here 
is an authorization from the Commission to you to raise your rate 4 
cents. It is not only an authorization but a requirement. Here is 
your competitor, under no requirement at all. You are frozen and 
he is not. So he says, “Well, 1 will just raise my rate 2 cents instead 
of the 4 you have got to raise, and you will be out of business.” 

Senator Pastore. In other words, if any unfair competition were 
intended it could work both ways? 

Mr. Forr. I see what you mean, but I think it could only work one 
way. It would work against us. 

Senator Pasrore. I say there could be a disadvantage to the rail- 
road if one procedure was used as much as there could be a disad- 
vantage the other way. 

Mr. Forr. I think very much more so, because we would be frozen 
and they would not. So'I ask you to give that your very careful con- 
sideration. 

Senator Pastore. In other words, there may be a rate on petroleum 
that both carriers by rail and trucks have agreed is a fair rate and 
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no one intends to raise it. But if you made an application for an 
interim increase only because you had to and then you had to apply 
it on petroleum, you could actually put yourself out of the petroleum 
market ? 

Mr. Forr. Absolutely. 

Senator Pasrorr. Unless they raised it, too. 

Mr. Fort. And it would entirely change the underlying concept and 
philosophy of these advance rate increase cases as they have been in 
the past. 

I just want to speak a moment on one other point. 

The Cnatrman. Couldn’t that be taken care of, Mr. Gurley, by 
making some ruling in the Commission whereby the truckers could 
not increase their rates in the aftermath of a rate increase authorized 
to the railroads over a period of 3 years’ time, and stop that dirty game? 

Mr. Fort. I do not believe it could be done that way, Mr. Chairman. 
I think the way to do it would be the way it is done today, where 
neither one is frozen. 

Senator Pastore. I do not think there is anything illegal or un- 
ethical about it. 

The CHarrMan. It is just sharp practice. 

Senator Pastore. Well, it is competition. 

Mr. Forr. You would not want to open the possibility that I 
mentioned. 

Now, this other point that I wanted to speak on just a moment, 
Mr. Chairman, will see me through and I will take no more of your 
time. It is that reference by the Interstate Commerce Commission 
to the so-called double standard. S. 1461 would have one standard 
for interim rates and that would be different from the standard now 
provided in section 15 a (2) of the act. So in the Commission’s 
substitute bill that you presented, Mr. Chairman—— 

The Cuamman. Introduced by request. 

Mr. Fort. They make the change. Now, the standard that the 
Commission put in its bill which it brought over from section 15a (2) 
was a standard that would produce revenues to the carriers to enable 
them to provide adequate and efficient service. That was the end of 
it. 

The standard in S. 1461 is revenues to provide adequate and efficient 
service, maintain sound credit, and attract equity capital. I say that 
the language of S. 1416 is a specification and an elaboration rather 
than achange. A level of rates could not be sufficient to provide ade- 
quate and efficient service unless it is, at the same time, sufficient to 
permit the railroads to maintain sound credit and attract equity 
capital. 

Over a period of time you cannot provide an adequate and efficient 
service unless you are in that position. So I say there is no conflict, 
Senator. It is an elaboration and a specification and one very much 
needed here as our experience with interim increases over the last 
7 years shows, because they have been consistently inadequate. This 
would tend to make them more adequate, we think. 

I do not mean by this that I do not believe it would be desirable to 
change the standard in section 15a (2) and for this committee to give 
consideration in due course to a bill that would make it read as this 
standard does in S. 1461, but I see no reason whatsoever why you 
should not enact now S. 1461 with this standard. 
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T) e enough. it emphas Zes the neces ty of an adequate interim 
increase and nothing is clearer than that it should be emphasized. 
The history of the last 7 years shows that. 

Senator Pastore. I will tell you very frankly, Mr. Fort, that is 
the ol ly part of this S. 1461 that bothers me, and I know it bothers 
SeVel il other brit ml Ce] of the committee. ] think we may be in the 
minority on it. but I am afraid that that sets up a standard that is 
going to open up the door for a petition on behalf of all the common 


carriers. If you are willing to assume that this is merely an elabora- 
tion of ia present standards and not a deviation from them, then I 
thir et i ( lf, it would be mit h more effective if that language was 


drop pred. an 

I think the chances of passing this bill would become much better. 
That is disturbing a lot of people. We are afraid here that there 
Is a sleeper in this bill. I vill State that position very clearly on my 
own behalf. I have an open mind on it. 


It nk that any pub lie wtilit or any 1 uilroad or any business has 
aright toa fair return on its investment. You cannot stay in business 
for any prolol ced period of time unless there is a proper return on 
your investment. I am afraid we might be getting into something 
here that brand new that might open the door to a new era ae 
here are some on this committee who feel that way. At least I do. 

Mi. Forr. Senator Pastore, I think vou are ove looki Ing one yom 


This 8. 1461 is applicable only and designed only to meet the situation 
where the railroads have increased wages or increased materials and 
upplies eosts 

Senator Pasrore. That is right. 

Mr. or RT. 30 you have here a double ceiling. In other words, the 
bill is for the purpose of taking care of increased costs but no further 
than to meet this standard of enabling you to provide adequate and 
efficie tr service, 


In other words. suppose your costs would vO up S900 million in XL 


year. We cannot go to the Commission and automatically get $900 
million because vou have that double ceiling, or two ceilings in S. ] 161. 
Supp ' the other situation should be presented and your costs 


go up S400 million ina year. If you have got that $400 million, still 
you are not in the financial position that you should be in. Under 
S. 1461 you would get no more than your increase in wages and costs 
of material. 

Senator Pasrorr. That brings me down to this point: That is the 
reason why I think the suggestion made by the freight forwarders 
would be a very dangerous amendment, because he adds “or any other 
expenses.” That would open up the whole area. You want this 
interim bill confined only to increases brought about because of in- 
creases in Wages or increases in costs of materials and supplies. 

Mr. Forr. That is what the bill is now. 

Senator Pasrore. That is right. 

Mr. Forr. But so far as the railroads are concerned, it would not 
open it up as you have in mind, because when you get through our 
labor cost, which is something like 56 or 55 percent of our total cost, 
and add onto that our material cost, and then if you take account of 
taxes, we have very few other costs. 
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Mr. Morrow was talking about an entirely different situation. With 
the freight forwarders, their main cost is what they have to pay other 
carriers to transport their stuff. 

Senator Pastore. If you add his proposed amendment or other 
expenses, that would open up the field even for you. 

Mr. Forr. I do not believe it would open it up significantly at all, 
because, as I have said, when you get through with material costs and 
labor costs and taxes, we ought ‘not to have any expenses. 

Senator Pasrorr. Let me ask you that question directly. If there 
were an increase in taxes now, could you come in under this 1461? 
That would not be materials or supplies. 

Mr. Forr. I would not think so. You know, this bill was written 
by the NIT League. We did not write the bill. 

Senator PASTORE. If there were an increase in taxes, could you come 
in under this bill ? 

Mr. Forr. Offhand, I would say “No.” 

Senator Pastore. I agree with you. 

Mr. Forr. The only reason I am mentioning it, Senator, is that 
I do not want to say anything against Mr. Morrow’s position. So 
far as we are concerned, material and labor costs are all that we are 
asking for. 

Senator Pasrore. In other words, if tomorrow you were forced, 
through collective bargaining, to make an increase in wages which 
might throw off the entire structure of your financial position unless 
you got a rate increase, you could come in under this bill? 

Mr. Forr. Yes, sir. Senator, I just want to say this before we 
finish. Here is the basis of our case: 

During the 7 postwar years, with our freight volume the highest 
it has ever been in history except in wartime, the freight is way up 
on the railroads. <All the industries in the country are very active 
and making money. <A period of general prosperity has existed such 
as this country never before has known. 

But where are we, with all our increased business, with an immensely 
increased efliciency, as Mr. Gurley pointed out to you, due to dieseliza- 
tion and other things? We are confronted with coming constantly 
before the Commission to get adjustments of rates. We are lagging 
along with a 314-percent return. If we cannot make money in a 
period like this, when are we going to make money ? 

We say something is wrong here. Now, what is wrong? Upon 
analysis, it looks to us as if one of the main things that is wrong is 
that our rate level is way behind our costs. That is why we are for 
this bill. 

Thank you very much. 

Do you have any questions ? 

Senator Pastore. No. I think that has been one of the clearest 
explanations I have had here yet. 

The CuHarrMan. That is why he holds the position that he does. 

Mr. Champion Davis. 


STATEMENT OF CHAMPION McDOWELL DAVIS, PRESIDENT, 
ATLANTIC COAST LINE RAILROAD CO. 


Mr. Davis. Mr. Chairman, I assume I may file my statement. 
The CHatrmMan. That is correct. 
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(The statement referred to follows :) 


My name is Champion McDowell Davis, and I reside at Wilmington, N. C. 
I am president of Atlantic Coast Line Railroad Co., also of two smaller rail- 
roads—-the Charleston & Western Carolina Railway Co., and Winston-Salem 
Southbound Railway Co. 

I am a member of the board of directors of the Association of American Rail- 
roads and appear on behalf of the association to urge enactment of 8. 1461, a bill 
to amend the Interstate Commerce Act, as amended, concerning requests of com- 
mon carriers for increases in rates for transportation. 

S. 1461 is colloquially referred to as the time-lag bill, and is designed to allow 
railroads to avoid partially, though not entirely, the inevitable loss in revenues 
resulting from the operation of the present procedure for rate making. When 
railroads incur or are faced with substantial increases in wages, costs of mate- 
rials and supplies, or other expenses, and seek under the present ratemaking 
process authority from the Interstate Commerce Commission to make effective 
compensating increases in rates, fares, or charges, the effective date of the final 
decision is delayed until after the Commission has: (1) Conducted hearings, 
frequently extensive and usually including regional bearings at cities often far 
distant from the Commission’s headquarters at Washington; (2) has heard oral 
argument; (3) has read briefs; (4) and has digested a voluminous record and 
after deliberation has made its findings. This process is obviously time-consum- 
ing, and in the absence of adequate interim increases the impact upon railroad 
arnings during the period of delay when increased costs of operation must be 
met without increase in revenues, seriously affects the ability of the railroads to 
“provide, in the interest of the Nation and the general public, adequate and 
efficient service * * *.” 

A time-lag bill, S. 2518, though differing substantially from S. 1461, was before 
the 82d Congress, though not acted upon, and I appeared before this committee 
on March 17, 1952, urging enactment of 8. 2518. I assume the record in connec- 
tion with S. 2518 will be considered in connection with 8. 1461, and will not re- 
trace the ground then covered. 

S. 2518S would have permitted the railroads, when faced with new and addi- 
tional increases in railroad wage costs, costs of materials and supplies, or in 
other expenses of such magnitude as to impair the ability of the railroads to earn 
revenues sufficient to enable them to provide in the interest of the Nation and 
the general public, adequate and efficient service, establish and maintain sound 
credit, attract equity capital, take advantage of technological developments, and 
advance and improve the art of transportation, upon duly certifying such 
increased costs to the Commission, to thereafter make effective upon 30 days’ 
notice, general increases estimated by the railroads as necessary to meet such 
increased costs. Under S. 2518, the Interstate Commerce Commission would 
not have the power (as it has now) to suspend the operation of schedules affect- 
ing such general increases or to defer the effective date of such increases. The 
Commission would have had the authority under S. 2518, however, to investigate 
such general increases upon complaint or on the Commission's own motion, and 
to modify such general increases to the extent determined by the Commission 
to be necessary to remove discrimination, preference, or prejudice, and/or to 
prevent the railroads from obtaining excessive revenues as result of such general 
increases. The Commission would have had complete control over the increased 
rates and their relationship, but to be exercised after the increased rates had 
become effective. 

Thus, 8. 2518 would not have eliminated entirely the timelag between in- 
creased costs of operation and increases in rates, fares, or charges, but rather 
would have reduced the timelag to 30 days—plus time necessary for railroads 
to prepare a petition certifying to the Commission such increases. 

S. 1461, presently under consideration, does not go nearly as far in the di- 
rection of minimizing the impart of the timelag as did S. 2518. Under S. 1461, 
unlike S. 2518, the Commission will prescribe the measure of the interim in- 
creases as well as of the final increases and under S. 1461 a 60-day maximum 
period between the filing of a petition and the effective date of the interim in- 
creases is substituted for the fixed 30-day period of S. 2518. 

S. 1461 prescribes the process for effecting general increases in rates, fares, or 
charges for the transportation of passengers or property necessary as result 
of increases in wages or increased costs of materials and supplies as follows: 

(1) The filing by the railroads of a petition with the Commission certifying 
that they have incurred, or will incur within the immediate future, increases in 
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wages or increased costs of materials and supplies, which according to the best 
available estimates of revenues and expenses (including such increases) covering 
the 12-month period following the filing of such petition, indicate that, as result 
of said increases, a general increase in rates, fares, or charges for the transporta 
tion of passengers or property, or both, as set forth in said petition, is necessary 
to permit said carriers, under honest, economical, and efficient management, to 
earn revenues sufficient to enable them to provide, in the interest of the Nation 
and the general public, adequate and efficient service, establish and maintain 
sound credit and attract equity capital. 

(2) The entering by the Commission within 60 days after the filing of such 
petition, with or without a hearing, of an interim order and findings, authorizing 
increases which in the Commission’s opinion are appropriate or necessary for 
the purposes specified. 

(3) The making effective of such increases under master tariffs or other 
schedules published to become effective on not more than 10 days notice to the 
publie. 

(4) Further investigation of the increases in rates, fares, or charges by the 
Commission within 60 days after their effective date. and the proceeding by the 
Commission with the final disposition of the cause in accordance with the sub- 
stantive provisions and powers granted under other provisions of the act. 

(5) If the final disposition of the issues involved results in determination by 
the Commission of increases in rates, fares, or charges less than the increases 
in rates, fares, or charges authorized by the interim order, the making of re- 
funds by the railroads'upon any shipments on which the interim increases ex- 
ceeded the maximum increases authorized in the final decision and report of the 
Commission, 

Thus, the enactment of S. 1461 would not deprive the Commission in any 
respect of its present responsibility and authority for determining the reason- 
ableness of any increases in rates, general or specific. The result would only 
be to permit the railroads to partially avoid the inevitable loss in revenues 
under the present cumbersome and long drawn-out process 

The enactment of S. 1461 would still leave the railroads exposed to a lag 
in time, costly to railroad earnings, between increases in unit costs of rail- 
road operation and increases in prices or rates charged by the railroads for 
transportation of property and of persons, because increased wages are some- 
times retroactive, while increases in freight rates, in passenger fares, or in 
other railroad charges obviously cannot possibly be applied retroactively. 
Rather, under the terms of S. 1461, the railroads would still be faced with 
deferring the effective date of increases in railroad rates and charges up to a 
maximum of 60 days, plus further timelags at either end of that 60-day period 
necessary, first, for the preparation of a petition certifying the increases in 
wages or increased costs of materials and supplies and second, for the publica- 
tion, filing, and notice to the public of master tariffs or other schedules con- 
taining such increases, 

While I would have preferred S. 2518 which was before the 82d Congress, 
the enactment of S. 1461 will be helpful to the railroads, and, because of the 
provision for subsequent procedure by the Commission in accordance with 
all existing provisions of the Interstate Commerce Act, and especially for pay- 
ment of refunds should the increases finally authorized by the Commission be 
less than the interim increases, the shipping public cannot be hurt. I there- 
fore bespeak early and careful consideration of S. 1461 by the committee and 
the Congress. 


Mr. Davis. I was a witness for the railroads in all of these ex parte 
cases that have been referred to here in this hearing. I assisted in 
the preparation of many of those petitions to the Commission for such 
increases, and I think I am fairly familiar with them and I would like 
to say a word to Senator Pastore with respect to the matter that seems 
to be troubling him, although I think Mr. Fort, or at least I hope, 
cleared up the doubt in his mind. 

With respect to citrus fruit and lumber and coal and sugar, it has 
been the practice of the railroads in the preparation of these petitions 
to the Commission in the past, as it would be in the future, to spell out 
exactly what we propose to do and the reasons therefor. Mr. Fort 
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has given you those reasons and I will not repeat them unless you wish 
to ask some question about them. 

Senator Pasrorr. No. 

Mr. Davis. The only exception that I recall in all these cases was 
with 1 oer to petroleum in the Southwest where the full increase 
granted by the Commission in one of these ex parte cases was not taken 
full advantage of for the reasons that were given here today by Mr. 
Fort. In no other cases have there been any such exceptions. 

The railroads have taken advantage of the full increase and the 
petition which goes to the Commission spells out in detail exactly 
what we propose to do, ne we do that. 

I was not here day before yesterday, but I heard the testimony 
\ esterday. You see ‘med to be distur be d about a case that was brought 
up by the automobile forwarders with respect to a rate established, I 
believe he said, by the Chicago & Eastern Illinois Railroad from 
Evansville, Ind., to St. Louis. That was not in any way connected 
with one of these ex parte general advance cases. That was done as it 
might be done today if they were to try such a thing. That had no 
applicat ion Whatever to these ex parte cases. It was entirely separate 
and apart. I know very little about it, although I have heard about 
it. 

My railroad does not get into that area, of course. 

That will not come into one of these ex parte cases such as you are 
here treating with concerning the timelag. 

I subscribe fully to what Mr. Fort told you here this morning. I 
have had firsthand knowledge, because more than he, I assisted in the 
preparation of these and was a witness in all those cases, either when 
| was a vice president or since I have been president of the company. 

Senator Pasrore. What have you to say i reference to the ob- 
servation that was made by Mr. Fort that by and large the adding 
of the words “establish and maintain sound credit and attract equity 

capital” is merely an elaboration of the responsibility to provide in 
the interest of the Nation and the general public adequate and efficient 
service / 

Mr. Davis. I agree with what he said on that point. I also agree 
with what he said in answer to another inquiry as to whether if we 
should have any increases in taxes that would serve as a reason for 
coming to the Interstate Commerce Commission. 

My answer to you is that I do not so interpret S. 1461 and it would 
not be so applied. This has to do with the sudden increases in wages, 
such as you have described, or costs of materials and supplies. 

The CHamman. Certainly the increase in taxes would be evidence 
to be used in requesting higher rates. 

Mr. Davis. It would be, of course. 

Senator Pasrore. But it would not be the basis of the petition ? 

Mr. Davis. No; that is right. 

Senator Pasrore. I think it would be, at least part of it. 

The witness waits upon us, Mr. Chairman. 

The CrnamMan. We have his testimony and his paper and his per- 
sonality. I have no questions. Have you, Senator Pastore? 

Senator Pasrorr. No. 

The CuairmMan. Thank you very much for your kindness. 

Mr. Ott. 
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STATEMENT OF LESTER DORR, EXECUTIVE SECRETARY, NATIONAL 
INDUSTRIAL TRAFFIC LEAGUE 


Mr. Dorr. Mr. Chairman, I am Lester Dorr, executive secretary 
of the National Industrial Traffic League. Up until 5 o'clock last 
night we had hoped that Mr. Ott, who is chairman of our legislative 
committee, would be able to be here and present his statement and 
testimony on this bill to you. He has asked that I make just a brief 
statement and file his complete statement. 

The CHarrMan. We will file his statement in the record. 

(The statement referred to follows:) 


My name is William H. Ott, Jr. I am chairman of the legislative committee 
of the National Industrial Traffic League, Washington, D. C. This statement 
is presented in support of S. 1461 in conformity with action taken by the mem- 
bership of the league in support of such proposed legislation at a meeting in 
Chicago, I1., during March 1952. 

The National Industrial Traffic League is a national organization of those 
directly and individually engaged in the shipment and receipt of commodities ; 
its membership also includes chambers of commerce, boards of trade, and similar 
commercial organizations whose direct membership likewise have a substantial 
and continuing interest in traffic and transportation matters. The league’s mem- 
bership is drawn from all parts of the United States and represents practically 
every line of industrial and commercial activity. The members make use of all 
the different transportation agencies, rail, water, air, highway, pipeline, parcel 
post, express, and freight forwarded. The league is a “promoter of sound eco- 
nomical transportation” and is interested in the development and maintenance 
of an adequate, efficient, and economical national transportation system under 
private ownership and operation; it is interested in the maintenance of capable 
and self-sufficient transportation agencies, and in the full and free flow of the 
commerce of the Nation. 

In recent postwar years, rail lines have been confronted with rapid, substantial, 
and unavoidable increases in their operating costs. The measure of those 
increases, consisting as they do of both wages and materials and supplies, is 
common knowledge, a part of the experience generally of industries throughout 
the country. Their burden on rail lines has been increased in certain instances 
by their retroactive application. Time after time the rail lines have attempted 
upward adjustments in their general rate levels to meet those increased costs, 
and the result has been a series of ex parte cases before the Interstate Commerce 
Commission, ex parte No, 148, 162, 166, 168, and 175. 

These cases were of wide interest and immense importance to the varied 
shipping interests of the country, and they resulted in voluminous testimony and 
hearings before the Commission. The Commission's procedure in handling these 
cases, in recognition of their interest and importance, brought about a certain 
lapse of time from the date of the filing of the original or supplementary petition 
by the carriers to the date of final determination of the issues involved, despite 
the Commission’s recourse to the device of “interim” increases. By reason of 
that lapse there was lost to the rail carriers in part the benefits of the increases 
which were sought or ultimately granted—substantial amounts of money. The 
details of that time lapse and revenue loss have been presented to you by the 
rail lines in considerable detail in the hearings on S. 2518 in 1952. 

Their revenue loss and other possible results have been of concern to the league. 
The subject has been discussed and debated in connection with each of the ex parte 
increase cases, and more particularly early last year when S. 2518 and related 
bills were pending before you. 

That loss is of concern generally because of its threat to the financial sound- 
ness of the rail lines of the country and their ability to continue to perform 
adequate transportation service as a private enterprise. It is of specific concern 
because of its immediate effect in depleting cash reserves. As a result of such 
depletion car-repair programs and car-procurement programs have been cur- 
tailed in the face of the need of additional equipment with which to perform 
transportation service. There is no doubt that substantial tonnage has been 
available to rail lines which they could have moved but did not move because they 
did not have equipment available to handle it. As a result of that depletion, 
rail lines have deferred maintenance and similar expenses, expenses which ean 
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be deferred temporarily but which must be made up in the long run if service 
is to be continued. 

Because of the known existence of that lapse of time and revenue loss, there 
is question as to whether the carriers have not taken those factors into account 
by requesting a higher measure of increase than would otherwise be required ; 
also the possibility that the Interstate Commerce Commission in passing upon 
such increase application has approved a higher basis than it would have other- 
wise have authorized with the intention of offsetting that loss at least in part. 

Early in 1952, S. 2518 was before this Senate committee for hearing. The 
league strongly objected to that proposed legislation. In the course of con- 
sideration of the subject by the league’s committee and by the membership, there 
was finally drafted a proposed bill (later introduced April 1, 1952, as a substi- 
tute bill) which the league felt dealt adequately with the subject matter and 
should have the league’s support. That substitute omitted the objectionable 
features of S. 2518 but still had the same purpose and was intended to accom- 
plish the same result. That bill with minor changes (including a change from 
30 days to 60 days in the period in which the Commission must make its initial 
determination of the issue) is the bill before you today and we urge its approval 
and passage. It will accomplish the overall result which we believe all parties 
have agreed is desirable, substantial elimination of the revenue loss to rail lines 
resulting from procedural delays in the handling of rate increases in periods 
of rapidly advancing wage and price levels. It is free of some of the objec- 
tions which have been advanced to other legislative proposals intended to 
accomplish the same result. 

The league understands that there will be presented to your committee a 
request that the provisions of S. 1461 now limited to rail carriers under part I 
of the act be extended to other transportation agencies regulated by other parts 
of the act. The league is opposed to any such extension to motor carriers under 
part Il. Such extension is wholly unnecessary and not in the public interest. 
One argument for such extension is the equality argument that all transporta- 
tion agencies must be treated alike; that because the necessity and desirability 
of such provisions for rail lines has been shown, such necessity and desirability 
must exist in the case of motor carriers also. The league believes that argument 
to be without foundation. The conditions affecting general railroad rate in- 
creases are not present as to motor carriers. We have urged through the course 
of the years that each transportation agency be regulated in the public interest 
based upon the conditions and circumstances surrounding that particular agency. 
We believe that such was the intent of the Congress when part II was added to 
the act. Such separate consideration and regulation should be continued. 

We support the application of S. 1461 to rail lines as a measure of what might 
be termed extraordinary relief. Ordinarily the league would insist—to the best 
of its ability—on the retention in the Commission of the discretion with respect 
to rate control which it now possesses. Experience in recent years with rail 
lines indicates the necessity of some modification, a relief which S. 1461 supplies. 
That modification or relief, however, should not be extended to motor carriers 
unless and until specific and imperative need therefor is shown by that agency. 

The league submits that no such need has been shown and no such need exists. 
Part II of the act contains no fourth section long-and-short-haul provision ; with 
minor if any exceptions there are no outstanding maximum rate orders against 
motor carriers. Those carriers are today free to file rate increases at their 
discretion which will become effective on statutory notice unless suspended. If 
motor carriers today want for themselves a procedure familiar to that under 
S. 1461 they can secure it under present law without amendment. Instead of 
filing proposed rate increases on 30 days’ notice, let them file such proposed in- 
creases 60 days ahead of the effective date, Let the Commission fix the date for 
the receipt of suspension requests, have those requests considered by the suspen- 
sion board or by a division of the Commission, and a decision will in due course 
be reached. The considerations leading to a decision to suspend or not to suspend 
will be the same as those before the Commission when considering rail matters 
if a 60-day period is provided under this bill. No need has been shown by motor 
carriers for the modification and procedure proposed by the bijl. In the years 
since 1946 motor carriers have prospered to an extraordinary extent. They have 
not suffered by lack of such a provision as have rail lines. Neither their past 
experience nor their present condition presents any justification for curtailing 
or shorteutting the Commission’s powers and discretion with respect to the 
motor carrier rate structure. The experience of the league and its members in 
ratemaking by motor carriers during the past 8 years suggest most imperatively 
that those powers be continued. 








; 
4 
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Mr. Dorr. Mr. Chairman, I should like to make a brief statement. 

The Cuarrman. You are in favor of 1461? 

Mr. Dorr. That is right. We support 1461, which is called the NIT 
League bill. It came about in 1952 when we were considering the 
various bills growing out of the Bricker report. S. 2518 was before 
you and the league was opposed to it as such. ; 

Considering the timelag problem, we became convinced that some 
measure of relief was necessary and adopted the principles which 
eventually have come to be known as 1461. 

I would like to point out one other thing. The league does not 
believe that the principles of S. 1461 should be extended to carriers 
under part 2 of the act. The reasons for that are set forth beginning 
at page 4 of the statement by Mr. Ott. 

Senator Pastorr. What are the reasons? That is quite important. 

The Cuatrman. Look at page 6. 

Mr. Dorr. I will pick those up for you. Such extension is wholly 
unnecessary, we believe, and not in the public interest. One argument 
for such extension is the equality argument that all transportation 
agencies must be treated alike, that because necessity and desirability 
of such provisions has been shown, such necessity and desirability must 
exist in the case of motor carriers also. 

The league believes that that argument is without foundation. The 
conditions affecting the general railroad rate increases are not present 
as to motor carriers. We have urged through the course of the years 
that each transportation agency be regulated in the public interest, 
based upon the conditions and circumstances surrounding each par- 
ticular agency. We believe that such was the intent of Congress when 
part 2 was added to the act, and such separate considerations and 
regulations should be continued. 

We support the application of S. 1461 to the rail lines as a measure 
of what might be termed extraordinary relief. Ordinarily, the league 
would insist, to the best of its ability, on the retention in the Com- 
mission of the discretion with respect to rate control which it now 
possesses, Experience in recent years with rail lines indicates the 
necessity of some modification, and that is the relief which S. 1461 
supplies. 

That modification or relief, however, should not be extended to 
motor carriers unless and until specific and imperative need therefore 
is shown. 

The league submits that no such need has been shown and no such 
need exists. Part 2 of the act contains no fourth section long-and- 
short-haul provisions. With minor, if any, exceptions, there are no 
outstanding maximum rate orders against motor carriers. Those 
carriers are today free to file rate increases at their discretion, which 
will become effective on statutory notice unless suspended. 

Those are our principal reasons, Senator. 

Senator Pastore. Let me get this straight. You say that in the 
case of motor carriers, all they have to do is file a schedule of rate 
increases and they are granted automatically ? 

Mr. Dorr. They would be subject, of course, to requests for sus- 
pension, but they do not have outstanding against them the orders 
such as the railroads do, maximum rate orders, holddown orders and 
orders of that type, and no long-and-short-haul-clause orders. 

Senator Pastore. All right. 
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Mr. Dorr. The statement sets out what the NIT League is. I would 
like to call your attention to that. That is the second paragraph. I 
do not know what you want me to cover in that. 

I might call your attention to what the National Industrial Trafffic 
League is. It is a national organization of those directly and in- 


dividually engaged in the shipment and receipt of commodities. Its 
membership also includes chambers of commerce, boards of trade, 
and similar commercial organizations whose direct membership like- 


wise have a substantial and continuing interest in traffic and trans- 


portation members. 

The league’s membership is drawn from all parts of the United 
States and represents practically every line of industrial and com- 
mercial activity. The members make up all the different transporta- 
tion agencies: Rail, water, air, highway, pipeline, parcel post, express, 
and freight forwarder. The league i is a promoter of sound, economical 
transportation and is interested in the development and maintenance 
of an adequate, eflicient, and economical national transportation sys- 
tem under private ownership and operation. It is interested in the 
maintenance of capable and self-sufficient transportation agencies, 
and in the full and free flow of commerce of the Nation. 

Do you have any questions ? 

The Cuatmrman. I have none. Thank you for your kindness. 

Dr. Parmelee. 

(The statement of Dr. Parmelee is as follows:) 


STATEMENT OF J, H. PARMELEER, VICE PRESIDENT, ASSOCIATION OF AMERICAN 
RAILROADS 


My name is J. H. Parmelee, a vice president of the Association of American 
Railroads, with headquarters at Washington, D. C. I am also director of the 
bureau of railway economics, one of the departments of that association, whose 
function it is to study transportation trends, and to compile and analyze statis- 
“7 of railroad operation. 

I appear here in support of S. 1461. 

My statement will supply a backg round of information with respect to operat- 
ing trends in the railroad industry, and will, I believe, suggest some of the rea- 
sons Why we support 8. 1461. 

I submit for the record an exhibit, comprising a number of statistical tables 
and charts and titled, ‘Trends in Railroad Operation, 1921-52.” 

Table L is a general summary of railroad revenues, expenses, and net earnings 
over a considerable period. It shows, for each calendar year from 1921 throug 
1972, the net investment of railroads of class I in their transportation facilities ; 
their total or gross operating revenues; net railway operating income, which is 
what is left out of gross revenues after payment of operating expenses, taxes, 
and operating rents, but before interest and other charges; finally (col. 4) the 
rate of return which is the percentage ratio of net railway operating income to 
net investment. 

Over the entire 32-year period, 1921 to 1952, the railroads earned a return of as 
much as 6 percent in only 1 year, and that was the wartime year 1942. For the 
7 postwar years, 1946 through 1952, the average annual rate of return was only 
3.63 percent. The rates in those years ranged from a low of 2.75 percent (1946) 
to a high of only 4.24 percent in 1948. 

The most recent decision in which the Interstate Commerce Commission re- 
viewed the financial condition of the railroads as a whole was in the proceeding 
entitled Ea parte 175, in which it authorized a general increase in freight rates. 
In that decision, dated April 11, 1952, the Commission said: 

“Judged by any standard shown of record, the rates of return earned or pros- 
pectively to be earned by the railroads by the districts and regions specified in 
our former reports in this case are substandard. Some important roads are earn- 
ing little enough that a continuance of the earnings situation will imperil their 
solvency, while some are in comfortable condition. Neither the strongest nor 
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TABLE I.—Operating revenues, net railway operating income, and rate of return, 
railways of class I in the United States, 1921-52 























| 
| | | Net railway operating 
r 
} } income 
iy i 
in transpor- | Total -—— - 
, | tir 
i t | " > 
Year ifter | 9 Rat of 
| 5 in 
mortizat ir 
neé 
| 
4) 
Percent 
1921 , 897 | $5, 516, 598 $600, 937 2. 99 
1922 , 399 559, 002 60, 187 ) ae 
1923 , 648 6, 289. 580, 02 " 4.57 
1924 858 5, 921, 496, 32 173 4.49 
1925 04 6, 122, 509, 856 1, 12) 5.0 
Average, 1921-25 21, 047, 369, Xt 5, 881, 855, 432 883, 598, 735 1. 20 
1926 22, 670, 379, 77 6, 382, 939, 54¢ 1, 213, 089, 966 5. 35 
1927 23. 026, 049, 659 6. 136, 300. 270 167. O85, 405 4.64 
1928 23, 393, 202, 90¢ 6 , 72 72, 864, 100 5. 01 
1929 23, 868, 075, 203 6, 279, 520, 544 1, 251, 697, 938 5. 24 
930 24, 175, 910, 89 5, 281, 196, 870 868, 878, 773 3. 59 
Average, 1926-30 23, 426, 723, 886 6, 038, 338, 548 114, 903, 254 4.76 
193] 23, 886, 566, 0405 4, ISS, 343, 244 2. 0 
132 23, 683, 874, 384 3, 126, 760 4 1.38 
133 23, 406, 963. 095, 403, 904 2. 03 
Yat z. 6 2 5, S22 9 
1935 23, 136, 479, 31¢ 4 29, 411 2. i¢ 
Average, 1931-35 23, 464, 272, OS5 5, 426, 800, 707 457, 738, 504 1.9. 
1936 23, 174, 693, 114 4, 052, 734, 139 667, 347, 115 2. 88 
1937 2:2, 093, 456, 8S 4, 166, 068, 602 590, 20 125 2. At 
1938 23, 004, 270, 3 65, 490 72 873.771 1 62 
434 2 le 0 Wy 04, 2. RS. 829 OSS 2. 56 
1940 2. 68, 227, 950 4, 206, 600, 6 682, 133, 478 2. 94 
Average, !936-40 23, 091, 496, 592 4 O15, 179. 679 80, 277. 475 2 
1941 2 300). 631, 239 5, 3246. 604. GUT 18 NF 4.28 
1942 23, 404, 194, 095 7, 465, 822, 849 1, 484, 519, 296 6. 34 
1943 23, 654, 529, 995 », 054, 724, 384 1, 359, 768, 42 
1944 2 $96, 921, 589 9, 436, 789, 811 1. 106. 32 4s 4 
194 22, 606, 513, 846 8, 902, 248 ) 852, 147, 00 7 
Average, 1941-45 23, 272, 558, 153 8, 041, 257, 076 60, 203, 531 4.99 
1946 22.5 967, 331 7, 627, 650, 517 620, 120, 069 2. 75 
1947 2 BS, 451 &, 684, GIR, 251 780, 694, 270 4. 41 
1948 23, 624, 386, 717 9, 671, 721, 89: 1, 002, 010, 549 1.2 
uy 24, 028. 408, 761 & SSO 42. 4K 686, 48 s{) 2.8 
1950 24, 591, 861, 642 9, 473, O98, 14¢t 1, 039, 705, 834 4.2 
Ns 2 8 692 (0), 390, 610, TSE 142. 541. € 69 
1952 26, 294 70, ), 581, 418, 14 I78, 454, 94 4.10 
Average, 1946-52 24, 213, 991, 100 9, 287, O79, 30K 878. 573. 522 63 


Partially estimated by Bureau of Railway Economi 


Source: Reports of Interstate Commerce Commission 


the weakest lines can control the rate adjustment; and as has been shown, the 
great body of the rail carriers are in the middle class, with aggregate earnings 
that for the immediate future must be considered as substandard and inade- 
quate” (284 I. C. C. 589, at 612). 

Railroad gross revenues (col. 2, table I) averaged $9,287,079,000 during the 
7 postwar years 1946-52, about $3,248,740,000 more than the average had been in 
the prewar record period 1926-30. However, the railroads in these latest 7 years 
were able to obtain a net railway operating income less than was earned during 
the 1926-30 period. I shall later suggest certain reasons for this striking contrast 
between prewar and postwar operations—gross earnings up, net earnings down 
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CHART A 


RATE OF RETURN ON NET INVESTMENT 


RAILWAYS OF CLASS I IN THE UNITED STATES 
1921 - 1945, by S year averages, 1946 -1952, by yeors 
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Chart A, which follows table I, shows the annual rate of return on net invest- 
ment for 5-year periods from 1921—45, and for the 7-year postwar period to date. 
Except for the two depression periods from 1931-40, the average rate of return in 
the postwar period, 3.63 percent, has been the lowest since the end of Federal 
control in 1920, after the First World War. 

The decline in railroad net earnings is not the complete story. The purchasing 
power of the railroad dollar has likewise shrunk. This is shown in table II, 
page 3, of my exhibit. The net income after charges of the class I railroads is 
restated in terms of 1935-89 dollars. The calculations utilize the construction 
indexes of the Bureau of Valuation, Interstate Commerce Commission, as the 
adjusting factor, because the railroad net earnings dollar must be used in large 
part for replacement, improvement, and expansion of the railroad plant. 
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TABLE II.—Net income adjusted to 1935-89 dollars, railways of class I in the 
United States, 1921-52 


Net income after charges 


Railroad 
construction - 
, dex (1935 
Year a ; Adjusted to 
30 = 1 tus 
39 = 100) Actual 1935-39 dollars 
(1) 2) 
1921 120 $313, 562, 762 $261, 000, 000 
1922 108 369, 573, 432 342, 000, 000 
1923 120 554, 995, 304 462, 000, 000 
1924 118 558, 466, 356 473, 000, 000 
1925 114 700, 831, 364 615, 000, 000 
Average 1921-25 116 499, 485, 844 431, 000, 000 
1926 114 809, 054, 202 710. 000, 000 
1927 115 672, 899, 809 585, 000, 000 
1928 112 786, 823, 584 703, 000, 000 
1929 113 896, 806, 611 794, 000, 000 
1930 109 523, 907, 472 481, 000, 000 
Average 1926-30 113 737, 898, 336 655, 000, 000 
1931 101 134, 761, O11 133. 000, 000 
1932 93 2 139, 203, 821 | (?) 
1933 90 2 5, 862, 836 (? 
1934 95 2 16, 887, 078 (2 
1935 07 7, 539, 127 8, 000, 000 
A verage 1931-35 95 23. 930. 539 
1936 ‘7 164, 630, 041 170, 000, 000 
1937 104 98, 057, 740 94. 000, 000 
1938 101 2 123, 471, 074 2 
1939 101 33, 181, 534 92, 000, 000 
1940 104 188, 851, 151 182, 000. 000 
Average 1936-40 101 84, 249, 878 83, 000, 000 
1941 112 499, 765, 137 446, 000, 000 
1942 128 901, 712, 555 704, 000, 000 
1943 136 873, 478, 025 642. 000, 000 
1944 137 667, 188, 402 487, 000, 000 
1945 142 450, 433, 645 317, 000, 000 
Average 1941-45 131 678. 515. 553 519. 000, 000 
1946 158 287, 138, 553 182, 006, 000 
1947 175 478, 874, 571 274. 000, 000 
1948 191 698, O56, 64 365. 000. 000 
1949 192 $38, 157, 662 228, 000. 000 
1950 196 783, 572, 488 400, 000, 000 
1951 209 693, 175, 9OR $32, 000, 000 
1952 $216 824, 471, 437 382, 000, 000 
Average 1946-52 191 600, 492, 478 309, 000, 000 


1 Index compiled and published by Bureau of Valuation, Interstate Commerce Commission. 
2 Deficit. 
3 Estimated. 


Table II shows that the average annual net income (col. 3) earned during 
the 1921-25 and 1926-30 periods had a purchasing power of $431 million and $655 
million per annum, respectively, in terms of 1935-39 dollars. Combining those 
two periods, the annual average for the 10 years 1921-30 was $543 million. In 
sharp contrast, the average annual net income earned during the postwar years 
1946-52 had a purchasing power of only $309 million. The corresponding pur- 
chasing power of the net income earned in 1952 was $382 million, considerably 
below the average of $543 million for the 10-year period 1921-30, a quarter- 
century ago. 

To equal the average real net income of the 1926-30 period, the railroads 
would have needed in 1952 a net income of $1,415 million, or $590 million more 
than the actual net earned in 1952. 


33345—53——_10 








140 


AMENDMENT TO 





TABLE III 
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1924 2 
925 6, 12 
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1939 O95 
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Ratio of net earnings to total operating revenues, railways of class I 


page 4 of the exhibit, shows the small proportion of the average 
railway operating income. 
measures the margin of profit on which the industry must 
In an industry such as 


the railroads, with a large fixed plant, it is to be expected that when traffic is 
heavy, the profit margin would increase. 
traffic has been at high levels, yet the profit margin has decreased. 

Net railway operating income per dollar of gross averaged 15 cents per year 
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CHART B 
NET RAILWAY OPERATING INCOME 
CENTS PER DOLLAR OF GROSS REVENUES 


RAILWAYS OF CLASS I IN THE UNITED STATES 
1921-1945, by Syeor averages, 1946-1952 by years 
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Chart B, page 5, is a graphie portrayal of the trend of net railway operating 
income in terms of cents per dollar of gross revenue. The low postwar level to 
which the ratio has fallen is clearly shown by the seven upright bars at the 
right of the chart. These indicate the greatly narrowed margin on which rail 
roads have been operating since the war, despite the relatively high level of 
traffic experienced in that period, compared with prewar levels. 

The National City Bank of New York periodically publishes figures relating to 
the rate earned on net assets for class I railroads and a large and representative 
number of manufacturing and nonmanufacturing corporations. 

The National City Bank ratios for various years from 1925 to 1952 are shown 
in table IV. They represent the ratio of net income to the excess of total bal 
ance sheet assets over total liabilities. 
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1V.—Ratio net income to net assets of leading corporations, 1925-52 





| Public 
nifac ies 
Class I eo ; a Mining Trade (el we ’ Service A 
ae tices ind retail and | © oe and con- Finance 
Year railroads ae tg quarrying | wholesale) |, £25: tle- || | struction 
tions . phone, and |* 
telegraph 
(1 2 (3 1 (5 (6 (7 
192 6.0 10.7 ( ( ( ( 
1926 6.7 10.8 ( ( ( ( (1) 
1927 4 90 ( ( ( ( ( 
1928 6.2 11.6 ( (1) ( fi) ( 
1929 6.8 12.8 ( (‘) (1) (i (! 
1930 38 6.4 (‘) (‘) Q ( 
19 1. { 2.3 ( (!) (‘) ( 
19. 10 5 ()) () ( 
193 O4 2 ( (') (i (@) ( 
1934 l 4.3 | ( (‘) (1) (a ( 
193 2.3 6.7 (‘) (') a) (‘) a 
1936 1.2 10. 4 v7 12. 5 6. 2 7.0 12.6 
1Y 7 10.8 10. 1 10.3 6.3 8.5 38 
1938 1.0 4.8 4.6 8.4 5.8 4.4 7.0 
1939 7 8.5 6.3 11.3 6.9 6.3 7.9 
1940 15 10.3 5.5 10. 5 ae 7.8 7.9 
1941 4.7 12.4 7.8 11.3 6.7 8.8 7.9 
1942 8.4 10. 1 7.4 9.9 6.2 11.1 6.9 
1943 7.8 9.9 7.2 10.1 6.6 12.5 8.0 
1944 5.7 98 8.0 10. 4 6.6 11.3 me 
1945 3.6 9.3 7.1 10.9 6.7 11.8 7.6 
1946 2.3 12.1 9.4 21.9 8.2 19. 4 6.4 
1947 3.8 7.4 16.0 18.4 8.0 14.2 6.7 
1948 5.3 18.2 20. 5 18.2 8.6 10. 1 8. 1 
1049 3.2 Q 12.0 13.4 8.8 9.9 9. 1 
1950 5.6 7.1 313.2 15.0 v9 10. 4 9.0 
1951 1.8 14.4 13.0 11.5 9.0 10. 4 7.9 
19 5. 5 2.3 10. 1 10. 1 9.0 9.6 8.2 


1 Not reported 

2? Return for railroads for 1935 and prior years comvouted on basis used by National City Bank. 

§ Oil and gas group excluded beginning with the year 1950 

Nott Net income is taken as reported, after depreciation, interest, taxes, and other charges and reserves, 
but before dividends. Net assets includes bock-value of outstanding preferred and common stock and sur- 
plus account at beginning of each year 

Source: National City Bank of New York. 





These ratios are not the same as the rate of return on net investiment, which 
I have previously submitted for the railroads. Because railroads are capitalized 
to a considerable extent by issuance of bonds, their equity capital is relatively 
smaller than that of most industries, which explains why their ratio of net in- 
come to net assets is generally higher than their rate of return on investment, the 
latter being a truer measure of the adequacy or inadequacy of their earnings. 
The ratios shown in table IV are presented merely as a basis of comparison 
with ratios similarly calculated for other industries. 

The railroad ratio for 1952 was 5.5 percent, compared with 12.3 percent for 
manufacturing corporations, 10.1 percent for the mining and quarrying indus- 
try; 10.1 percent for trade; 9.6 percent for services and construction; and 
8.2 percent for finance. Electric, gas, telephone and telegraph companies, which 
the National City Bank groups together as “public utilities,” earned a ratio of 
9 percent. 
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CHART CG 


RATIO NET NCOWE TO NET ASSETS OF LEADING Connery eee ~ 1952 


] “a Per cent 


































Industrial groups * 
| § 9 5 10 5 
1. Other mining, quarrying 24.3 ] ] . 
2. Autos and trucks 18.5 
3. Aireraft and partes 17.6 
4. Sales finance companies 15.6 
5. Air transport a ten 
6. Construction | 15.0 
1. Electrical equipment, radio and TV | 14.8 | 
8. Glass products | 14.7 
9. Petroleum products and refining 14.5 
10, Office equipment Ss | 14.3 
Ti. Machinery | 14.1 
| 12. Coment | 14,2 
I] 13. Druge and medicines | 14.0 | 
i 14. Chemical producte | 13.7 | 
| 15. Other business services 13.7 | 
Iie. Tires, rubber producte |. eh 
| 17. Automodiie parts } 13.2 | 
| 18. Real estate companies } 13.1 | 
19. Soap, cosmetics, etc. 12.6 | 
} 20. Other stone, clay products 12.4 | 
| 2: Total manufacturing — ih 12.3 | Bo a ae 
22. Soft drinks } 12.2 
23. Baking 12.2 
24. Paper and allied products 12.2 
25. Household appliances 12.2 | 
26+ Mail order 11.8 | 
[27+ Nonferrous metale _| 11.5 _| ' 
28. Lumber 12.5 ‘ i 
29. Other metal products 11.4 | 4 
30. Printing and publishing 11.1 | I 
31+ Furniture, wood products } 12.2 | i 
2+ Agricultural implements 10.9 | \ 
rs + Hardware and tools ne | 
34+ Building, heating, plumbing equipment | 10.8 | I 
| 35+ Ship building } 10.8 | 
36+ Chains = food | 10.7 | 
ie Paint and varnish { 10.7_| | 
“Miscellaneous mnufacturing 10.5 | 
:. Dairy products 10.5 | 1 
40. Brewing 10.4 | 
41. Metal mining | 10.3 i 
42. Shipping 10.1 | 
43. Other food products 10.0 | | 
44. Chain stores - variety, etc. 9.6 ) | 
45. Wholesale and miscellaneous 9.5 | 
| 46. Electric power, gas, etc. 9.3 ' 
47. Tobacco products 9.2 ! 
4EL Department and specialty 9-0 | \ 
4°. Railway equipment 8.9 
50. Iron and steel 8.8 
51. Miscellancous transportation 8.5 
[ge _Sugar 8.4 
5). Telephone and telegraph 5.4 
54. Commercial banke 8.4 
55. Shoes, leather, etc. 8.0 
56, Distilling 7.8 j 
5]. Restaurant and hotel 7.4 : 
| 58. Fire and casualty insurance \ 
59. Silk and rayon 6 \ 
| 60, Coal mining 6 
61. Investment companies 6 4 
62. Clothing and apparel _ 6 
63. Amusements 
64. Carpets, floor coverings 
| 65. Other textile products 
66. Class I railroads Proce arene 
| 67. Cotton goods 
68. Hosiery, knitted goods 
69. Traction and bus 
70. Meat packing 
{ 72. Woolen goods 
~24- a re 














Source: National City Bank of New York. 


Chart C, page 9, ranks the leading corporations according to the ratio of net 
income to net assets for the year 1952. Of the total of 71 classes of corporations 
listed in the chart, the railroads stand 66 on the list. 
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TABLE \ Railroad freight and passenger traffic, railways of class lin the United 


States, 1921-62 








R 1 
1 Re : Revenue a foes 
t | I + j passenger 
1 I Y = mik 
( 2 Q (2 
¥21 406, 840, 204 37. 312. S&f V6 
339, 985, 348 35, 469, OF 
412, 727, 228 37, 956, 59 138 
1 88, 415, 312 36, 090, SS¢ 
v2 113, 814, 261 35, 950, 22 104 
\ l 2, 216, 471 $f 6, 0 Ave € 1936-40 339, 328, 41 23 (23. 7E 
$43, 746, 487 35, 477, 52 M 475, 072, 001 29, 350, 229 
Ve 128, 736, 962 33, 649, 70 442 637, 983, 503 53, 658, 61 
12s 132, 915, 185 31, 601, 342 4 727, 075, 49 87, 819, 503 
a 447, 321, 561 31, 074,13 44 737, 246, 444 95, 49, 090 
83, 449, 58S 26, 814, 82 if 681, OOO, 757 91, 717, 22¢ 
\ 127, 233, 9 31, 723, 506 A 4 11s 651, 675, 64 71, 618, 933 
9, 224, 879 21, 804, 42 472 64 3, 453 
177, O09 16, 971, 04 4 654 s04 $5, 920. 576 
I 244, 223, 180 16, 340, 510 44s 637 712 1.179, 040 
34 268, TLO, 507 18, 033, 309 l } 526, 500, 360 35, 094, 501 
282, 036, 932 18, 475, 572 19k 588, 577, 756 31, 760, 001 
l 646, 620, 439 34, 613, 546 
19 ) 268, 634, 502 18, 342, 971 1952 614, 812, 683 34, 017, 471 
Average 1946-52 608, 7 


734, 100 41, 036, 941 


Table V summarizes the volume of railroad traffic handled during each of 
the years 1921 to 1952, in terms of the number of tons carried 1 mile and the 
number of passengers carried 1 mile. 

Although the postwar volume of railroad freight traffic has run below the 
record-breaking high levels attained during the war, it has nevertheless been 
much greater than the volume of any previous peacetime period. The postwar 
freight volume of 1946-52 averaged 609 billion ton-miles per year, and amounted 
to 615 billion in 1952. The previous peacetime period record was that of 1926— 
30, when ton-miles averaged 427 billion per year, and the previous record for 
a single peacetime year was that for 1929, with a total of 447 billion ton-miles. 

Passenger traffic volumes have also been relatively heavy since the war. 
Revenue passenger-miles handled during the postwar years 1946-52 averaged 
11 billion per year, compared with an annual average of 31.7 billion in the 
5-year period 1926-30 
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CHART D 
RAILROAD FREIGHT 
AND PASSENGER TRAFFIC 


RAILWAYS OF CLASS I IN THE UNITED STATES 
1921-45, by 5yeor averages; 1946-52 by years 
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Chart D brings out these comparisons clearly. The high level of railroad 
freight traffic since the war is particularly significant, because freight opera- 
tions constitute the great bulk of the railroad service, and supply more than 
80 percent of total railroad revenues. The average postwar level is far above 
any previous peacetime period average. 

Railroad financial inadequacies cannot be charged to lack of traffic volume 
since the war. 

Nor can financial inadequacies be charged to lack of progress in operating 
efficiency. On the contrary, consistent progress has been made for many years 
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past, with the cumulative result that in 1952 the railroads had the best per- 
formance record in their history. 

Much of this progress has been due to heavy capital expenditures for im- 
provements to railroad property, technically classified by the Interstate Com- 
merce Commission as additions and betterments. Table VI shows the extent 
of these capital expenditures for each year from 1921 to 1952, separated as 
between roadway and structures on the one hand and equipment on the other 
hand, 


TasLe VI.—Gross capital expenditures for additions and betterments to railway 
, 


property, railways of class I in the United States, 1921-62 














. Roadway and . 
: Equipment structures lotal 
ear 
(1) (2) (3) 

1921 $319, 874, 000 $237, 161, 000 $557, 035, 000 
1922 245, 509, 000 183, 764, O00 429, 273, 000 
1923 681, 724, 000 377, 425, 000 1, 059, 149, 000 
1924 493, 609, OOO 381, 135, 000 | 874, 744, 000 
192. 338, 114, 000 410, 077, 000 748, 191, OOO 

Average 1921-25 ‘ i 415, 766, 000 317, 912, 000 | 733, 678, 000 
192¢ 371, 922, 000 513, 164, 000 885, O86, OOO 
1927 288, 701, 000 482, 851, 000 771, 552, 000 
1928 224, 301, 000 | , 364, 000 676, 665, 000 
1929 321, 306, 000 532, 415, 000 853, 721, 000 
1930 328, 269, 000 544, 339, 000 | 872, 608, 000 

Average 1926-30 306, 900, 000 505, 027, 000 811, 927, 000 
1931 73, 105, 000 258, 807, 000 | 361, 912, 000 
1932 36, 371, 000 130, 823, 000 | 167, 194, 000 
193 15, 454, 000 8S, 493, 000 103, 947, 000 
1034 92, 005, 000 120, 707, 000 | 212, 712, 000 
193. 79, 335, 000 108, 967, 000 188, 302, 000 

Average 1931-35 59, 254, 000 147, 559, 000 | 206, 813, 000 
1936 159, 104, 000 | 139, 887, 000 | 298, 991, 000 
1937 $22, 877, 000 186, 916, 000 509, 793, 090 
1938 | 115, 408, 000 111, 529, 000 | 226, 000 
1939 133, 388, 000 128, 641, 000 | 262, 029, 000 
1940 271, 906, 000 157, 241, 000 | 429, 147, 000 

Average 1936-40 200, 537, 000 144, 843, 000 | 345, 380, 000 
1M41 3 367, 568, 000 175, 453, 000 | 543, 021, 000 
1942 349, 374, 000 185, 523, 000 | 534, 897, 000 
1943 : 255, 981, 000 198, 301, 000 454, 282, 000 
144 . 328, 231, 000 231, 881, 000 560, 112, 000 
1045 s 314, 779, 000 248, 201, 000 562, 980, 000 

Average 1941-45 eee nas - 323, 187, 000 207, 872, 000 | 531, 059, 000 
1946 " . ‘ 319, 017, 000 242, 940, 000 561, 957, 000 
1947 ‘ 565, 901, 000 298, 788, 000 | 864, 689, 000 
1948 917, 449, 000 356, 035, 000 27: , 000 
1949 3 etl n 981, 320, 000 330, 880, 000 , 000 
1950 . 779, 399, 000 2586, 443, 000 2, 000 
1951 1, 050, 849, 000 363, 146, 000 5, 000 
1952 . os 935, 119, 000 398, 187, 000 }, 000 

Average 1946-52 ~— i 792, 722, 000 325, 203, 000 1, 117, 925, 000 


Source: Reports of class I railways to Bureau of Riilway Economies of Association of American Railroads, 
years to 199. Data for 1950, 1951, and 1952 from reports of Interstate Commerce Commission. 


I call attention, in particular, to the entries in table VI for the postwar years 
1946 to 1952. In those 7 years, capital expenditures averaged $1,118 million 
per year, the greatest period average in railroad history. A part of this show- 
ing was due, of course, to increased prices, but it is nevertheless an example 
of railroad progressiveness in the art of transportation. Of the total expendi- 
ture, $793 million per year was expended on equipment, mostly freight cars and 
diesel locomotives. 
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TABLE VII.—Indicators of railroad operating efficiency, railways of class I, 1920, 


1930, 1940-52 








Freight service 
Net tons per Gross 
Pensioner = 7 ton Miles 
Year | Cars per | ae le _ sag per loco- 
train Lmanes Pepe motive- 
Train Car -o freight- day 
hour train- | . 
| | hour | 
| 
1° 4 (3 (4 5 (6) 
1920 | 35.6 | 708 29.3 10.3 14, 877 89. 1 
1930 | 47.9 | 784 26. 7 13.8 837 89. 6 
1940 | 49.7 | 849 27.6 16.7 33, 811 107.5 
ee 50.3 | 915 28. 5 16.5 34, 684 | 116. 4 
1942_. | 51.8 1, 035 31.8 15.8 35, 503 122. 4 
1943 | §2. 1 1, 116 33.3 15. 4 35, 970 124. 5 
1944 53.0 1, 139 32.7 15.7 37, 298 122.8 
1945 52. 2 1, 129 32. 2 15.7 36, 954 118. 4 
1946 51.8 1, O86 31.3 16.0 37, 057 115.9 
1947 52.9 1, 146 32. 6 16.0 38, 462 120.3 
1948 54.5 1, 176 32. 9 16, 2 39, 903 116.8 
1949 56.8 1, 138 31.4 16.9 42, 343 112.5 
1950 BR. 5 1, 224 31.7 16.8 44, 352 119.3 
1951_. 59.8 1, 300 33.0 17.0 46, 407 122. 5 
1952_. 61.8 1, 296 32. 5 17.6 49, 118 126.8 
1 Locomotive propelled trains. 
? Not available 
Source: Reports of the Interstate Commerce Commission, 


The result of these improvement programs is clearly 


for each year from 1940 to 1952. 


Passenger service 


Cars per 
train ! 


6. 44 
7.33 
8.17 
8. 48 
9.15 
9. 96 
10. 31 
10. 3v 
10. 09 
9.61 
73 
10. 04 
10. 16 
10. 38 


Train 
speed 
(miles 
per 
hour) 


(8) 


@) 

(2) 
35. 
36 
35 
34. 
34. 
34. 
35. 
36 
36 
37 
37 
37 


38. : 


ane @ 


sano 


Miles 


per loco- 


motive- 


day 


shown in table VII and 
the accompanying chart E, where certain of the more significant indicators of 
railroad operating efficiency are summarized for the years 1920 and 1930, and 
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INDICATORS OF RAILROAD OPERATING EFFICIENCY 


RAILWAYS OF CLASS I IN THE UNITED STATES 
1920, 1930, 1940-1952 
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\ survey of these indicators reveals the high, and in the majority of cases 
recordbreaking, levels of efficiency achieved in 1952. . + 


. FREIGHT TRAIN SPEED (mp.h) 











Of the 9 indicators included in table VII, 6 attained record levels in 1952, 


and the other 


3 were all close to record levels. 


I would like to refer particularly to the average of gross ton-miles for freight 
] 


train-hour, an regarded as 
railroad operating efficiency 
and reached 
train-hour in 1952. 


average 


one of 
That average has increased each year, except one, 
recordbreaking proportions of 


the very significant indicators of 


49,118 gross ton-miles per freight 


Railroad fixed charges absorb a smaller part of railroad revenues than ever 


before 


gree to the inability of the 


This factor, therefore, can be dismissed as contributing in any de- 
railroads 


to earn an adequate return. 
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TABLE VIII.—Ratio of interest on funded debt to total operating revenues rail- 
ways of classes I, II, and I1I, and their lessors, 1921-51 


Interest accr 
funded 
i r I ma 
Th mds Th eande P, 
iv ¢ % 5 { 
< 674.4 ‘ 
1 § 
1924 ' ‘ 
A ) 8 } 
. » » 
y28 14 . 
129 04 80 ) 
is4 8S, 742 
° A e 19 269 82 } 
1931 j { 
i 861 ). 764 
\ ge 1931 S19 
( { Xs . iR 4 
4" 99 9 
1938 ! 21, 758 4 
1939 { ¢ 
it } { 4 
\ 10 { 1 1 
1941 1 15, 954 
1942 47, 824 64,174 
1943 Q % 419 15, 617 
M4 24, H28 18S, S 
945 &, OS { $49, 917 0 
\ ge 1941-4 12, 508 f 
1946 7, 709 406, 14 
1947 & 7R4 1 { ( { 
1948 ), 784 . 
1949 ~ SO). 7 ; 4 
1950 ) 587. Of 18 x 
1951 ) 67, 244 
Average 1946-51__- 9, 176, 18 i2 4.1 
Source: Interstate Commerce Commission, Statistics of Railways in the United States, table 155 
° Table VIII shows that during the years 1921 to 1929, the ratio of interest on 
funded debt to total operating revenues (column 3) ranged from a low of 
8.6 percent to a high of 9.7 percent. From 1930 to 1940, it ranged consistently 
above 10 percent, rising as high as 18.8 percent in 1933, at the depth of the 
depression. 
. 


In 1941, the ratio fell to 10 percent, and has run below that level ever since 
During the 6 postwar years 1946 to 1951, the ratio declined to an average of 4.1 
cents, and fell below 4 cents in 1948, 1950, and 1951. 
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CHART F 


CENTS PER DOLLAR OF GROSS REQUIRED 
TO MEET INTEREST ON FUNDED DEBT 


RAILWAYS OF CLASSES I,11, AND III AND THEIR LESSORS 
1921-1945, by S year averages; 1946-195! , by years 
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Chart F is a graphic portrayal of the trends summarized in table VIII. 

It would seem clear from what I have said that the railroad earnings during 
the inflationary period since World War II have been strikingly inadequate 
despite high traffic levels, constantly increasing operating efficiency and greatly 
reduced interest charges. It is equally clear, I think, that the primary reason 
for inadequate earnings during that period has been the failure of railroad 
rate levels to keep pace with increased wages, material costs, and other operat- 
ing expenses. Long delay in the adjustment of the railroad rate level to meet 
mounting costs has been a primary factor. 


TABLE IX Employees and compensation, railways of class I in the United 
States, 1939-53 


Index of 


Average 
ve re straicht- 
7 = . * f Total compen- straight- tin ht 
iber o > 
, | sation time aa 
Year employees hourly rate 


hourly rate (1939-100) 
| 


(1) | (2 (3 (4) 





Cents 
1939 987,943 | $1, 863, 502, 823 74.0 100. 0 
1940 1, 026, 956 4, 480, 7 74.2 100.3 
1941 1, 139, 753 j 76.9 103.9 
1942 1, 271,077 83. 5 112.8 
1943 1,355, 114 89.3 120.7 
1944 1, 413, 672 93. 0 125. 7 
1945 1, 420, 266 93.3 126.1 
104 1, 358, 838 111.7 150.9 
1947 1, 351, 961 117.5 158. 8 
1948 1 . 906 131.3 177.4 
1949 l, , 444 144.1 194.7 
1950 1 , 784 . 1157.8 213.2 
1951 1, 276, 000 | 1 5, 1175.7 237.4 
1952 1, 226, 663 | 1 5,; 1184.5 249.3 
1953, January 1, 195, 490 1189.7 256. 4 


' Includes retroactive payments 
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Table IX shows the number of railroad employees, total compensation, and 
the average hourly wage rate, 1939 to January 1953. 


TABLE X.—Ratio of wages and payroll taxes to operating revenues, railways of 
class I in the United States, 1921-52 








1 Nt it 
, =o i Ratio of 
Total wages and 
operating payroll taxes 
Year revenues Ratio to Ratio to to gross 
Amount total Amount total revenues 
revenues revenues 
(l (2 ( (4 (5 (6) =(3 
Thousands nds Percent Thousands Percent Percent 
1921 $5, 516, 598 . 16 45.9 46.9 
1922 5, 559, 092 2, 468, 454 44.4 44.4 
1923 6, 289, 580 2 785, 238 44.3 44.3 
1924 5, 921, 496 2. 624, 618 14.3 44.3 
1925 | 6, 122, 509 2, 645, 842 43.2 43.2 
Average, 1921-25_.-_| 5, 881, 855 2, 622, 774 14. 44.6 
1926 6, 382, 939 2, 717, 628 42.6 42.6 
1927 6, 136, 300 2, 690, 537 43.8 43.8 
1928 | 6, 111, 735 2 630, 008 43.0 43.0 
1929 6, 279, 520 2, 674, O85 42. ¢ 42.6 
1930 281, 19€ 2, 366, 594 44.8 44.8 
Average, 1926-30 } 6, 038, 338 2, 615. 771 43.3 43.3 
113i y 4 45.9 46.9 
1932 | 1H. U0 46.0 
1933 43.2 43.2 
1934 44.1 44.1 
1935 45.0 45.0 
Average, 1931-35 3, 426. 800 1, 546, 929 45.1 45.1 
1936 4,052, 734 1, 738, 02 12.9 HH ; lf 44.5 
1937 4, 166, 068 1, 865, 391 14.8 64. 650 1 4. 4 
1938 3, 565, 490 1, 660, 229 46. ¢ 99, 156 2.8 49.4 
1939 995, 004 1, 762, 214 14.1 105, 548 2.6 46. 7 
1940 4. 206, 600 1. 855. 718 43.2 116, 430 9.7 15.9 
Average, 1936-40 4,015, 179 1, 776, 316 44.2 0), 26 2.2 46.4 
1941 5, 316, 699 2 198, 114 41.1 33 127 2 ¢ 43.7 
1942 7, 465, 822 2 767, 013 37.1 171, 012 2.3 9.4 
1943 9, 054, 724 3, 345, 232 36.9 211, 607 2.3 39.2 
1944 9, 436, 789 , B50. 581 38. 7 220, 949 » 4 41.1 
1945 8 902, 248 } O87, 891 41.4 230, 52 6 14.0 
Average, 1941-45 8, 041, 257 3, 129, 766 38.9 196, 444 2.4 11.3 
1946 7, 627, 650 3, 975, 752 52. 1 254 1 3 
1947 3 8, 684, 918 4, 139, 497 47.7 $, 429 4.1 1.8 
ly48 ), 671, 721 4 538. 016 45.9 264, 971 a 40. € 
1949 8, 580, 142 4 191, 954 418.9 , 168 3 51.9 
1950 39, 473, 093 4 4, 389, 492 46.3 262, 2 2 49. 1 
1951 10, 390, 611 45. 069. 388 42.8 286, 129 2.8 51.6 
1952 10, 581, 418 4 5, 071, 26¢ 47.9 291, 469 2.8 50. 7 
Average, 1946-52 9, 287, 079 4,482, 195 48.3 280, 832 3.0 


! Payroll chargeable to operating expenses 

3 Includes retroactive back pay. 

3 Includes back mail pay applicable to prior years of $107,044,000 
‘ Partially estimated. 


Source: Reports of the Interstate Commerce Commission 


The hourly wage rate has increased rapidly, from 74.0 cents per hour in 
1939 to 189.7 cents per hour in January 1953. As of April 1953, that wage rate 
was reduced 8 cents per hour in accordance with the cost-of-living escalation 
provisions of existing railroad contracts. 

The wage rate of January 1953 was 214 times that of 1939. From 1945 to 
date, the wage rate was nearly doubled. Inasmuch as wages represent about 
62 percent of total operating expenses, the impact of the unprecedented increases 
in labor costs has been substantial, as shown in table X 
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CHART G 


RATIO OF WAGES AND PAYROLL TAXES 
TO GROSS REVENUES 


RAILWAYS OF CLASS I IN THE UNITED STATES 
1921-1945, by Syear averages; 1946-1952, by yeors 
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Chart G plots the ratios of wage costs to gross revenues over the period from 
1921 to 1951 by 5-year periods up to the end of the war, and for each year of the 
postwar period 


Taste XI.—-Ratio of wages and salaries to value of sales, railroads and 
manufacturing industries 


Industry 951 139 Industry 1g 1939 
Railroads, class I 50.8 46}, f All manufacturing 21.7 22. 1 
Lransportatio equipment Rubber product 10.5 91.1 
except automobil 19.3 35.8 Automobiles and 1utom«¢ 
Print ind publishing 35.2 39. 5 bile equipment aT 23.0 
Machinery (except electrical 32. 8 31 Chemicals and allied prod- 
St ind gl products 31.9 2. 8 ucts 17.0 15.4 
Elec hi y 31.1 34.2 Food and kindred products 13.4 14.3 
Leather and leather products 29.9 20. 3 Pobacco manufacture 7 7.3 
Iron and steel and their prod Products of petroleum and 
uct 2Y. 2 29. 9 coal 4.9 4.7 
Textil pro | 24. ¢ 9. 0 
Pape ll duct 22. 8 24.9 
Source: Rail is: Katios computed from reports of ICC Manufacturing: Computed from data of U.S 
Departn ( ec, Wag ind Salaries from National Income, supplement to Survey of Current 
Busing | 60, and July 1952 Survey of Current Busine p. 18: value of s vles from Industry 
: ‘ ~ 1951, | nd September 1952, p. 10 


Table XI shows the ratio of total wage and salary payments to the value of 
sales, years 1939 and 1951, both for railroads and for other industries. It will 
be noted that of all the industries there listed, the railroads head the list in 
having the greatest ratio in both years, being as high as 50.8 percent in 1951. 
the ratio for the average manufacturing industry was, in 1951, 21.7 percent. 
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CHART H 


RATIO OF WAGES AND SALARIES 
TO VALUE OF SALES 


i RAILROADS AND MANUFACTURING INDUSTRIES 
' YEAR 195! 
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2 Chart H shows in graphic form the information for 1951 carries on table XI. 
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TABLE XII.—T rend in average unit chargeout prices of railroad fuel, material, 
and supplies 


[1935-39 = 100] 


Materials consumed Index unit chargeout prices 


Material 


and sup- | Fuel (coal | All ma- 
plies (other; and oil) terials 
than fuel) | 


Ratio to 
Amount operating 
expenses 


(1) (2) | (3) | (5) 


1935-39. . $870, 406, 484 
1940 . 965, 615, 459 
1941 , 162, 050, 471 
1942 398, 195, O78 
1943 , 722, 378, 480 
1044 , 936, 611, 127 
1945 . 5, 868, 340 
1946 , 468, 4°8 
1947 2, 038, 500, 178 
1048 2 2, 362, 21 

1949 34, 447, 802 
1950 2, , 770, 524 
1951 2, 298, 338, 704 
1952 2, 184, 492, 000 
1953 (Jan. 1) 


Nuenwouw 


LOo~Is 


Partially estimated. 

Note.—Chargeout prices based on lag of 30 davs between date fuel is purchased and date it is used and 
eharged to operating expenses and on lag of 6 months in material and supplies other than fuel. 

Table XII shows the increase in the average price paid by the railroads for 
fuel, material, and supplies. This is set out on a weighted index basis, the 
average for 1935-39 being taken as 100. Since the prewar period, 1935-39, 
the weighted average price paid by the railroads for fuel, material, and supplies, 
has increased by 129.6 percent. 


CHART I 
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Chart I is a line chart, showing graphically the same information. 
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During the period of sharply rising operating expenses since World War II, 
with which I have dealt at some length, railroad rates have continuously been 
kept at subnormal levels although there have been a number of increases. One 
of the principal reasons why the rate level has remained subnormal has been 
the long delays in making adjustments in the rate level to correspond with 
increased costs. This matter has been discussed by other witnesses I shall 
not duplicate the testimony of other witnesses by reviewing in detail the delays 
which have been encountered in adjusting railroad rate levels but I shall call 
your attention very briefly to certain facts which demonstrate that railroad 
rates throughout the postwar period have been on a subnormal basis 

Trends since 1921 in average revenue received by the railroads for hauling 
a ton 1 mile and in average revenue per passenger-mile are shown in table XIII 

Average revenue per tou-mile was 1,275 cents in 1921. By 19389 it had declined 
to 0.973 cent and was slightly lower, 0.959 cent, in 1945 Beginning with 1946, 
however, and each year since then (except 1950), both freight rates and average 
revenue per ton-mile have increased. Not until 1949, however, did the railroads 
receive as much for hauling a ton 1 mile as they did in 1921 In 1952 revenue per 
ton-mile averaged 1.430 cents, an increase of 47 percent over 1939 

As to passenger fares, average revenue per passenger-mile decreased from 
2.086 cents in 1921 to 1.839 cents in 1939 It has since increased to 2.663 cents 
in 1952, or 44.8 percent above 1939, although still below the 1921 average. 


TABLE XIII. trerage revente per ton mile and per passenge) mile, raihecaus of 
class l in the United States, 1921-52 


Average 1921 


Average 1931 


Source: Reports of the Interst 

The averages summarized in table XIII are expressed in monetary terms. 
{n important economic question is whether railroad freight rates have risen 
to a greater or less extent than prices in general. The answer is provided by 
statistics shown in table XIV, where the average revenue per ton-mile is 
restated in terms of relative purchasing power, using the wholesale price index 
us a yardstick. 
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TasLte XIV.—Average revenue per ton-mile, railways of class I in the United 
States, 1921-52 


Average revenue per Average revenue per 
ton-mile (cents ton-mile (cents 


Adjusted djusted 
Amount to 1935-39 Amount to 1935- 
dollars dollars ! 


(2 (1) (2) 


Average 1936-40 


1926 
1927 
192% 
1929 
1930 


ge 1926-30 Average 1941-45 





Average 1946-52. . 
1 Adjusted for trend in wholesale prices. 


When measured in money terms alone, without giving effect to changes in 
the purchasing power of the dollar, freight rates have increased, although at a 
much lower rate than unit costs. On the other hand, when measured in terms 
of a dollar of constant value, the revenue per ton-mile received by railroads 
for moving traffic is now much lower than at any time during or before the war. 
In terms of 1935-39 purchasing power, for example, the trend of average revenue 
per tone-mile has been as follows: 

Cents 

). 933 

. 916 

. ‘ : al 3 ; . 138 

40 965 
1941-45 ' ‘ i sn nee . 761 
1945__ ‘ 730 


1952-___- . 659 
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TABLE XV.—Trend in Wholesale Price Index, Consumers’ Price Index, and index 
of average revenue per ton-mile of railroad freight 


{1 139 = 100 


Average Average 
re nue revenue 
Wholesale Consumer per ton- ho le Consumers’; per ton- 
Price Price mile of "ric Price mile of 
Index Index 1ilroad "eal id Inde railroad 
4 | el 
minx 


1939 100. 
1940 100 
1941 3.2 | 105 
1942 117 95 l 201 170. 1 137.6 
1943 33.7 24.3 5. ¢ 0) 79.9 126 6 
1944 3 126. ; 97.5 || 1951 234.0 an 7 9 
1945 at. 129 i | 226. 7 191 147.0 


Source: Wholesale Price Index and Consumers’ Price Index from U. S. Departnent of Labor, Bureau of 
Labor Statistics. ‘Average revenue per ton-mile” from reports of the Interstate Commerce Commission, 
reduced to an index basis. 


Table XV is a comparison of trends since 1939 in wholesale prices, the Con- 
sumers’ Price Index, and the average revenue per ton-mile of railroad freight. 
These have all been reduced to an index basis, 1939 being taken as 100 in each 
case, 

The wholesale price index increased from 100 in 1939 to 226.7 in 1952, an 
increase of 126.7 percent. 

The Consumers’ Price Index, commonly referred to as the cost-of-living index, 
increased from 100 in 1939 to 191.9 in 1952, an increase of 91.9 percent. 

Column 3 of table XV relates to the average revenue per ton-mile. Taking 
that average for 1939 as 100, the comparable index for 1952 was 147, an increase 
of 47 percent. 
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CHART J 


TREND IN WHOLESALE PRICE INDEX, 
CONSUMERS' PRICE INDEX, AND INDEX OF 
AVERAGE REVENUE PER TON-MILE 

OF RAILROAD FREIGHT 
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Chart J shows these same three trends since 1939, one line being assigned 


to each of the price factors here under comparison It emphasizes the degree 


to which the average price charged by the railroads for hauling a ton of freight 
1 mile has run far behind the upward trends in both wholesale and retail prices 


of commodities 


Inadequate earnings have caused the railroads to dip heavily into their cash 


reserves, Working capital reserves were built up during the war, but have 
bee! most steadily reduced since the end of 1945, until they are now close 
to the minimum limit of safety. Net working capital (exclusive of inventories), 


Which totaled $1,659 million on December 31, 1945, was reduced to $679 million 





on December 31, 1952 
Since the war, short-term equipment obligations have increased by tore than 
$1% billion, from $778 million at the end of 1945, to $2,285 million at the be 


ginning of 1952. Whether this source of funds can continue to be drawn upon 
is a question facing many railroad financial officers. 

In short summary, it can be said that during the postwar period the railroad 
earnings have been dangerously inadequate although business activity and 
general prosperity have been on a high level and the volume of railroad traffic 
has been heavier than ever before during peacetime. The outstanding cause 


Ps 


of the unsatisfactory financial condition in the railroad industry has been the 


subnormal level of railroad rates during the postwar period and this in turn 
has been due in large measure to the long delays which have been encountered 


v the railroads in their efforts to adjust their rates to meet rapidly changing 
economic conditions characterized by tremendous increases in wages paid by the 
: 1 t 


s to their employees and the prices paid by the railroads for the mate 
rials and supplies which they must use 


Libenne 


The CHairmMan. Mr. Parmelee, you have filed your statement with 
nl we appreciate it. Will you now confine yourself to answering 
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any questions and anticipate any questions that you may as a result 
of having heard the testimony and statements on special features of 
the bill 4 

Mr. Parmerer. Mr. Chairman and gentlemen of the committee, I 
have filed a statement for the record, together w ith a series of tables 
and charts which I have denominated an exhibit, and I will ask that 
that exhibit be made a part of the record. 

The CratrmMan. It is so ordered. 

Mr. PArMecee. In my presentation to the committee this morning 
and in the interest of saving time, as has been suggested by the chai 
man, | would like to call your attention only to the exhibit, if I may, 
and refer to certain features of that exhibit, particularly emphasizing 
what has happened in the 7 years since the war. Those are the years 
1946 to 1952. inclusive. 

Because it is simpler, perhaps, and more effective to talk in terms 
of charts than in terms of tables, I will refer for the most part toe the 
charts which are scattered through this exhibit and which simply are 
drawn from the statistics in the several tables. 

Senator Pasrorr. Now, may I just ask you this one question, Mr. 
Parmelee? Of course, I am afraid that sometimes we get into the 
merits of the cases that are going to be presented to the ICC, This 
exhibit of yours, has this any direct bearing upon whether or not 
S. 1461 should become law ? 

I was made to understand that the primary purpose behind S. 1461 
was to eliminate this timelag. We all seem to be in accord, that 
whatever the situation is, it ought to be decided and decided expedi- 
tiously. Has S. 1461 got anything to do with the increase of rates 
itself Is it going to be easier to get a rate increase? Are vou going 
to be able to get a larger rate increase’? What has this got to do with 
the bill that we are considering ? 

Mr. Parmeuer. I think, Senator Pastore, that this exhibit does have 
something to do with S. 1461, if I may say so, and I suppose I should 
make it clear that I am here supporting that bill. It shows some of 
the things rather strikingly that have been referred to already by Mr. 
Gurley and Mr. Davis and Mr. Fort and Mr. Franklin and the others 
who have appeared before you. 

It shows that during these last 7 years, the postwar period, we have 
had on the railways the largest traffic that we have ever had in peace- 
time. At the same time, we have had one of the lowest rates of return. 
That experience has been due in part, at least, to these time lags 
which we have suffered during the same 7 years. My emphasis here 
will be simply to point out those facts, the underlying facts which to 
my mind do have a considerable bearing on the bill that is before us. 

Senator Pasrore. Will the new standard that is being proposed have 
any greater effect upon this situation ? 

Mr. Parmener. I think it will. I think the increases that may be 
necessary in the future will come much more promptly and therefore 
will have a very beneficial effect on the low rate of return, the low 
earnings which this exhibit discloses. 

Senator Pasrorr. Do you think the law will compel the members 
of the Commission to have a broader point of view with reference to 
the decisions on rate increases ? 

Mr. Parmeter. Well, you are asking me now about the attitude of 
the Commission. 
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Senator Pasrore. I want to know why it is in there. That is 
important. 

Mr. Parmeter. I think the Commission would be required under 
this bill to move promptly within the 60 days which is set out. 

Senator Pasrore. I am not talking about the 60-day feature. I am 
— now of line 12 in the bill itself. I would like to know how 

ch that is going to affect the situation. I want to know ¢ it is in 
fs ict only an elaboration of the present standard or whether or not it 
is an extension of the present sti andard. 

Mr. Parmevre. On that point, sir, I would refer to what Mr. Fort 
and Mr. Davis have said. I have nothing to add to what they have, it 
seems to me, very clearly put before the committee. 

Senator Pastore. Had this standard been in the previous law, do 
you think that the Commission would have been compelled to grant 
larger increases than it actually did? 

Mr. Parmenter. I do not know that they would have been any larger, 
Senator. In this last case, 175, we finally, after some four hundred- 
odd days, did get the greater part of what the railroads asked for. Tt 
took us over a year to get that, and that is the situation which it is 
hoped will be remedied by S. 1461. 

Senator Pasrorr. Let me say this to vou, sir, that I am in complete 

on this time-lag elimination. I think it is absolutely neces- 
sary. I think that especially in emergency cases there ought to be a 
lot more expeditious handling than we have experienced in the past, 
but the thing that is bothering me a little bit is the lines 12 and 13 
that I talked about. I do not know what that might lead to and I 
would like to get my mind straight on it. 

Mr. Parmerer. Iam afraid I cannot add anything to what Mr. Fort 
has said. I agree fully with what he and Mr. Davis and the others 
have stated. 

I know the desire of the chairman and the committee for expedition 
in this matter. 

The Cuarrman. Do you not think it would be a good idea to have 
printed up on the top of the bill, in heavier type than the S. 1461, the 
Latin inscription, “tempus fugit” ? 

Mr. Parmecer. I think that might be very good practice, Mr. 
Chairman. 

The Cratrman. And for the benefit of the Interstate Commerce 
Commission we can put the translation in parentheses. 

Mr. Parme rr. The net investment of the class I railroads since 
the war, in the last 7 years, is shown in the black columns to the right 
of chart A on my exhibit, whereas the previous periods which are 
broken down into 5-vear periods back to 1921 are shown in the more 
shaded columns to the left. All you need to do is to look at the aver- 
age rate of return we have had in the last 7 years, 3.63 percent, which 
is shown in that line that is drawn across the black columns, and com- 
pare them with previous periods. That is the lowest percentage we 
have ever had excepting during-the depth of the depression in the 
thirties. 

If you will turn next te chart B, which is page 5 of the exhibit, this 
shows the net railway operating income in the terms of the number 
of cents per dollar of the gross revenues of the railroads, again com- 
paring the postwar period, the 7 vears from 1946 to 1952, inclusive, 
with the prewar period of 25 years broken down into 5-year periods. 


) 
accora 





a 





AMENDMENT TO INTERSTATE COMMERCE ACT 161 


There again you will see that during this postwar period the rail- 
roads have had, in terms of net earnings, exactly 914 cents out of every 
dollar of total operating revenues or gross revenues, as it is some- 
times called. That is lower than tl ey have had in any brief 5-year 
period, including, in this case, the depression period of the 1930's. 

Senator Pastore. May I ask you a question at this point, Mr. Par- 
melee? What is the average rate of return now among the common 
carriers on their investment? 

Mr. Parmecer. You mean for the railroads? 

Senator Pastore. Yes. 

Mr. Parmeter. We had a rate of return last year of 4.10 percent. 

Senator Pastore. What do you consider a fair return to attract 
equity capital ? 

Mr. Parmecer. The railroads have been arguing for a 6-percent re- 
turn on their valuation or net investment, taking either base. 

Senator Pastore. Have you any figures available to show the average 
return of your competitors ¢ 

Mr. Parmeter. I do not believe I have, Senator. 

Senator Pasrorr. It might be interesting to get that in the record, 
too. 

Mr. Parme er. I am quite sure it would be higher than in the case 
of the railroads, however, and chiefly for this reason: The railroads, 
as you know, have a very large investment. They must have because 
they own and maintain their own rights-of-way, whereas in the case 
of their competitors, particularly those by highw: ay and by water and 
by air, those fac ilities, the fixed w: ays, over whic ‘h the vy operate, are 
maintained entirely or almost entirely by pub lie authority 

The investment of these other carriers themselves is compar: atively 
small and even at a fairly high operating ratio, which some of them 
have, they come out with much higher rates of return on their own 
investment than the r: noe have on theirs. 

Senator Pastore. You have to maintain a roadbed, whether vou 
run a train over it or not ? 

Mr. Parmeter. That is right. 

The Carman. They do not need any section gangs, do they? 

Mr. Parmecer. That is right. 

If you will turn to chart C, page 7, this statement is drawn from 
certain tabulations which are made by the National City Bank of 
New York and are quite generally accepted throughout the financial 
world as representative and accurate. 

It shows the ratio in terms of percentage of the net income—that 
is, the net corporate income—of various industries to their net assets, 
their assets in this case being their total equity. In other words, the 
capital stock plus the surplus on their spawn 

Without going into detail, if you will cast your eye down that long 
line of black lines, you will find that other industries, mostly manu- 
facturing industries, have earned all the way down from nearly 25 
percent in the year 1952, and that the average for total manufacturing 
industries of all kinds, which is line 21 on the chart, was 12.3 percent 
in the year 1952 

You will find the class 1 railroads as item 66 out of the total of 71 
entries on the chart, and the rate of return for the railroads on this 
basis was 514 percent in the year 1952 
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L call attention to the fact that this rate of return is an entirely dif 
ferent ae from the rate of return on investment to which I was 
referring a moment ago. This is see rate of return of net income to 
the total of net assets of the industries. So the railroads clearly by 
this comparative basis stand almost at the bottom of the lst of all in 
dustries in the United States. 

Chart D, page 9, of the exhibit, bears out the statement Mr. Fort 
made to you a few moments ago, and that is that in this postwar 
period—and Mr. Gurley also made the same point with respect to the 
Santa Fe—the railroads have had the highest traffic levels of any 
peacetime period in their history. 

The upper part of the chart shows the number of revenue ton 
niles in terms of billions, and the line across those 7 black columns 
shows that the 7-year average was 608 billion ton-miles,, exceeded 
only, of course, in the war period, 1941 to 1945. And the same thing 
is true, although not to so striking an extent, with respect to revenue 
passenger-miles, which are shown in the second half of the sheet. 

I would like to stop for a moment at page 11, table 7. The 
statement has been made to you that the efliciency of railroad opera 
tions since the war, and particularly right at the present time, has 
been higher than ever before. Mr. Gurley referred to that in con 
nection wtih the Santa Fe a few moments ago. 

Senator Pasrore. May I ask you a question, please, Mr. Parmelee ‘ 
On this page 7, chart C, in item 49, “Railway equipment,” 8.9 percent, 
What is railway equipment! Is that the pullmans ¢ 

Mr. Parmecer. No, sir; that is _ industry which manufactures 
railway equipment, the American Car & Foundry Co., and the Pull- 
man Standard and others, but not the » Pullman Operating Co, 

Senator Pastore. I see. 

Mr. pias MELER. Reverting to table 7, you will notice that there are 
some 9 s alled indicators of railroad operating efliciency for certain 
years from 1920 to 1940, and then for each year down to 1952. With 
out taking time to go into the detail of this, I would point out that, 
as to 6 of these indicators, the level of efficiency for 1952 was the 
highest on record, never exceeded before even in wartime. Those 
indicators are shown in column 1, the number of cars per train; column 

t, the average freight-train speed; column 5, the number of gross ton- 
ue s per freight-train-hour. 

Mr. Gurley gave you a similar figure for the Santa Fe, you will 
recall. 

Column 6 shows the number of miles per locomotive-day in freight 
service. 

Column 8 shows the average speed of passenger trains per hour. 

Column 9 shows the number of miles per locomotive-day in pas- 
senger service. 

As to the remaining 3 items, the record in 1952 was very close to 
that of the best previous year, although in 1 or 2 cases it was exceeded 
during the war. That. I submit, gentlemen, is a remarkable record 
of efficiency, showing that the railroads right now—and that is con- 
tinuing in the year 1953—are at their peak of operating efficiency. 

Chart E on page 12 simply takes some of these same iach I 
have referred to and shows the upward trend in graphie form. I do 
not need to elaborate on that chart. 
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Chart F, page 14, shows another indication of what may be termed 
railroad efliciency or econony, and that is the reductions they have 
made, which are very substantial, in their funded debt over the years 
and in the amount of interest paid on their funded debt. Chart F 
shows the relation of the number of cents ie dollar of gross revenue 
required to meet their interest on funded debt. A glance at the chart 
will show that those interest payments have been a smaller relative 
burden on the gross revenues of the railroads than ever before, so 
the financial difficulties of the railroads in the last 7 years have not 
been due, certainly, to any increasing burden of funded debt and in- 
terest charges, but have been alleviated instead by a considerable 
reduction. 

Reference has also been made to the great increase in wages and in 
material prices. Table 9, page 1d, shows the increase in the average 
hourly rate paid railw: ay employees since 1939. That has more than 
doubled since 1939, just before the war, as shown in column 3, or 
Ld6 percent. 

Table 19, sheet 16. is followed by chart G, to which I will refer, on 
page 17. That shows the burden of wages and payroll taxes on gross 
revenues. ‘There the story is quite a different one from the one I have 
just shown you as to interest charges. In other words, this chart 
shows the increasing burden of wages and payroll taxes on each dollar 
of railroad revenue since the war. The 17-year average, you will no- 
tice, is 51.5 > percent, which means that 51 p lus cents out of every dollar 
of revenue since the war has gone to e mployees or for the benefit of 
employees in terms of wages and payroll taxes. That level, you will 
notice, is higher than in any prewar period in railroad history back 
to LOPO, 

Chart H, page 19, shows the ratio of wages and salaries to the value 
of sales, comparing the railroads with a number of manufacturing 
industries. 

The value of sales, in connection with railroads, is their OTOSS Trev- 
enues, what they sell their transportation service for. Without spend- 
ing a great deal of time on that, I will call your attention to the fact 
that in the vear 1)o1, which is the latest year covered in this chart, the 
railroads paid out 50.8 cents in wages and salaries for each dollar 
which - hey took in, whereas all the manufacturing industries paid out 
on ily 2 21.7 cents per dollar of sales. 

T he significance of that is that when the railroads have a substantial 
increase in their wage rates, they feel the results immediately in their 
operating expenses, whereas in the case of manufacturing industries, 
while the effects may eventually be felt, they are much slower in com- 
ing into fruition. 

Page 20, table 12, shows the increase in material prices, mg aver 
age material prices of the railroads, during this same war period. 
I refer you only to column 5, which shows that t: king the ave rage price 
of railroad material and supplies in 1935 to 1939 as 100, ” at price, as 
of January 1, 1953, was 229.6, an increase of practically 130 percent. 

Chart I, page 21, simply compares these increases in the average 
charge-out prices, so-called, of railroad ion 1, materials and supplies, 
from 1935 to 1939 up to 1953, January 1, and again shows the very 
rapid and very great increase in the prices of fuel, of materials and 
supplies other than fuel, and of all materials, which is the lower or 
heavy line on the sheet. 
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At the same time, as shown on page 22, table 13, since 1939 the 
average revenue per ton-mile has gone up only 50 percent, and the 
average revenue per passenger-mile only 45 percent, compared with 
increased wages of 156 percent and increased material prices of 130 
percent. 

The final chart, Mr. Chairman, chart J, page 25, compares the trends 
in the wholesale price index published by the Government, the Con- 
sumer’s Price Index, sometimes known as the Cost of Living Index, 
also published by the Government, and the index of the average rev- 
enue per ton-mile of railroad freight, beginning with 1939 as 100 and 
coming up to 1952 

You will notice th: at the aver: age increase in wholesale prices has 
been about 130 percent. This is the total wholesale price index. The 
increase in the cost of living has been about 90 percent. The increase 
in the revenue per ton-mile in 1952 was about 45 percent, and at the 
present time is about 50 percent above 1939, 

That, I think, Mr. Chairman and gentlemen, outlines very briefly 
the facts underlying some of the reasons why S. 1461 is before you and 
shows again, if I may merely summarize in a word, the fact that the 
railroads since the war have had the greatest amount of traffic that 
they have ever carried in peacetime. They have been operating with 
increasing and high efficiency. They have reduced their funded debt 
_ their fixed charges. Yet, they have been earning only a little over 

» percent on their investment over those 7 years. 

The CrarrMan. It isa very graphic set of charts. Iam glad to have 
it. 

Are there any questions, Senator Pastore? 

Senator Pastore, S. 1461 applies to fares of passengers also, does it 
not? 

Mr. Parmeter. I do not understand that it does. Does it? 

Mr. Forr. Yes, I think it does, Senator Pastore. 

Senator Pastore. Does it, or does it not? 

Mr. Fort. It says rates, fares, and charges. 

Senator Pastore. The reason why I raised that point, you have a 
provision in here that in the event the final order is lower than the 
interim order, there is a provision for a rebate to shippers for the 
overcharge. 

Am I correct in that? 

Mr. Forr. Yes, sir. 

Senator Pastorr. How does the passenger get back his money ? 

Mr. Forr. I do not know. 

Mr. Parme re. I might add only this, Senator Pastore, and that is, 
of course, during these 7 years the only questions that have come up 
in connection with general rate increases and interim increases have 
been in the freight field. 

The CHarrMan. There are several factors causing the railroads’ 
apprehension for the future. One is the passenger fares and another 
is the railroad express charges, which is an outrage, in my opinion. 
Before we get through, we ‘will show up the evils and injustices of 
those charges. We are going into those very thoroughly. I will 
give you a date in advance very shortly. 

Thank you, Mr. Parmelee. 

Is the Southern Industrial Traffic League here ? 


A TT 





—— 
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If not, the Chair will make an announcement that might be of 
interest to you: The Interstate Commerce Commission has requested 
additional time in order to read the testimony and various amend- 
ments that have been requested by this committee. Accordingly, 
I have appointed a subcommittee consisting of Senators Bricker, 
Butler, Potter, Pastore, and Monroney who will hear the Interstate 
Commerce Commission. This subcommittee will announce on Mon- 
day, May 11, when the Interstate Commerce Commission will be 
heard. 

Senator Pasrore. In view of the argument of one of the witnesses 
that the trucking interests should not be included in 1461, I think 
they ought to be given an opportunity to rebut that statement because 
the impression I got was that it would not be to the advantage of the 
trucking industry to come under 1461. They have a more liberal sys- 
tem of rate increases than is even proposed in this S. 1461. If that 
is the case, I think we ought to cover that. 

The Cuamman. Did not the trucking group here yesterday ask to 
come under that? 

Senator Pasrorr. They asked to be included and now the argument 
was made here that they already have a procedure that is much more 
liberal than this. 

The CuairrMan. It is almost automatic. 

Senator Pasrore. That is right. 

Mr. Pinkney. Mr. Chairman, may I request permission to file a 
statement on that point ¢ 

The CuarrMan. We will be very glad to have you. 

Mr. Prnxney. I shall also include the data requested by Senator 
Pastore. 

The Cuarrman. Thank you. I will ask you to get that in as soon 
as you can. The committee is going to act expeditiously on the con- 
sideration of this bill. 

Mr. Pinkney. Yes, sir. 

(The documents referred to follow :) 

AMERICAN TRUCKING ASSOCIATIONS, INC., 
Washington 6, D. C., May 11, 1953. 
Hon. CHARLES W. TOBEY, 
United States Senator, Senate Office Building, 
Washington, D. C. 

DEAR SENATOR ToBEY: At the conclusion of the hearing on S. 1461 on Thursday, 
May 7, you afforded me the opportunity to supplement the testimony given on 
behalf of the American Trucking Associations and to rebut testimony that had 
been introduced subsequent to my appearance before the committee on Wednes- 
day, May 6. Enclosed is a copy of my supplemental statement. 

As the hearing progressed it seemed to me to become more and more clear 
that the purpose of the railroad proponents of S. 1461 was not simply to expedite 
general rate-increase matters but that the principal objective is to change the 
rule of ratemaking (Several rail witnesses have referred to the proposed new 
standards as steps in the right direction). This should not be done in connection 
with a bill designed to evpedite ICC action. The question of standards for 
ratemaking should be very carefully considered at some time when there is up 
for consideration changes in section 15a of the Interstate Commerce Act. 

As we see it, the sole purpose of the present bill should be to cause the Com- 
mission to act with greater dispatch so that increased costs could be met by 
increased revenue; no more nor no less. This should be a comparatively simple 
matter of arithmetic and questions such as those involved in phrases such as 
“equity capital” should be determined by the Commission after full and com- 
plete hearings. In this regard, it appears that the standards recommended by 
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the Transportation Association of America deal quite clearly with this point. 
Under those standards the Commission could only determine (1) whether the 
carrier’s estimates of the increased costs are reasonably correct, (2) that the 
proposed increases are not greater than necessary to offset such increased costs, 
and (3) that any proposed increase in freight rates or charges will apply to all 
kinds and classes of freight traffic so that each kind and class will bear its 
reasonably proportionate share of the increase. Those are simple, understand 
able standards, fair to all of the carriers, and would leave for subsequent 
determination complex rate problems that should have no place in general 
revenue increase proceedings. The Commission’s proposed amendment to 8. 1461, 
also an improvement over the original language in this regard. 
Very truly yours, 
JAMES F. PINKNey, General Counsel. 


SUPPLEMENTAL STATEMENT OF JAMES F, PINKNEY, GENERAL COUNSEL, AMERICAN 
TRUCKING ASSOCIATIONS, INC. 


This supplemental statement for the record in the hearing on S. 1461 is offered 
pursuant to the request of Senator Pastore, and with the approval of Senator 
Tobey Its purpose is to supply additional information about motor-carrier 
costs and revenues ; and to answer certain testimony offered after my appearance 
before the committee on Wednesday, May 6. 

There is attached hereto a publication of our association, American Trucking 
Trends 1952, which contains data on costs, revenues, and other statistical infor 
mation on the trucking industry and will be found in the official files of the 
committee. It also indicates the financial situation of class I motor carriers 
of property in the United States during the years 1942-51. 

With respect to our proposal that motor carriers be included in S. 1461, only 
one witness voiced opposition, Mr. Lester Dorr, speaking for Mr. William Ott of 
the National Industrial Traffic League. He questioned the motor carriers’ 
need for the relief songht by the proposed legislation. He pointed out that 
part Il of the act (dealing with motor carriers) contains no fourth section, that 
there are few maximum-rate orders outstanding against motor carriers, and 
then, in a passage the logic of which is difficult to follow, he asserts that the 
motor carrier can secure the benefits of the proposed new procedure under the 
statute as it now reads. In effect, he says we should be content because “a 
decision will in due course be reached.” The primary reason for this proposed 
legislation is to limit the phrase “due course” -to 60 days where general rate 
increases are sought to meet rising costs 

As is indicated by the data attached hereto, rising costs can adversely affect 
the ability of the trucking industry to render adequate and efficient service to 
an extent at least as great as they do in the case of the railroads; and as pointed 
out in my previous statement and that in the referenced portion of last year’s 
testimony, the need for quick relief is even more essential in the case of the 
trucking industry This is because a larger portion of motor-carrier costs are 
variable than is the case with rail or other types of transportation. Motor 
carriers are relatively small and operate on a narrow profit margin. 

In 1952 there were 19,720 motor carriers of property subject to the certificate 
and permit regulations of the Interstate Commerce Commission. These carriers 
had gross operating revenues of $4.7 billion, a little more than half of the rail- 
freight revenues in 1952. The average, however, was only $238,000 per carrier. 
At an average operating ratio of 95.5 this left the carriers about 4144 cents on 
the dollar as net income before income taxes. Thus, it is obvious that motor 
carriers do not have a sufficient margin of profit to absorb cost increases nor do 
they have sufficient resources to withstand any extended period of diminished 
earnings. For these reasons, fast rate relief to offset cost increases is imperative 
to the well-being of the motor-carrier industry. 

With respect to outstanding orders and fourth section, they pose no novel 
issue in general-rate-inecrease proceedings. Fundamentally the common carrier 
by motor vehicle runs the same risks, and may encounter the same delays as the 
railroads when it seeks to change its rates. Under present procedures such 
changes may be protested and suspended, thus bringing into play the very de- 
liberate procedure of the Commission which means that many months or even 
years may elapse before a decision can be reached in due course. 

Mr. Dorr’s statement “That modification or relief, however, should not be 
extended to motor carriers unless and until specific and imperative need there- 
for is shown by that agency,” advocates a “don’t lock the barn until the horse 
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is stolen” policy. This philosophy would require that motor carriers wait until 
they are in an untenable position financially and 1 

relief. It would continue for motor carriers the very evil it seeks to correct for 
the railroads 


hen come before Congress for 


Mr. Dorr’s statements “They have not suffered by lack of such a provision as 
have the rail lines. Neither their past experience nor their present condition 
presents any justification for curtailing or short-cutting the Commission's power 
and discretion with respect to the motor-carrier-rate structure” suffers from two 
fatal defects. Firstly, it is not accurate, and secondiy, if it were accurate, 


overlooks completely the fact that carriers are still going to have to prove 


that their costs have increased 

The motor-carrier industry was very definitely squeezed between rising costs 
and fixed rates during World War II. As a mater of fact, the situation got so 
bad that a number of carriers were forced out of business and many more were 
on the verge of bankruptey when rate relief was finally granted. A quick review 
of that situation is reflected in the operating ratios of the carriers for the period 
1942 through 1952, shows clearly the effect of rising costs without corresponding 
rate increases has on the motor-carrier industry rhe operating ratio, I might 
add, is the percentage of gross revenue that is absorbed by operating expenses 
before income taxes: thus an operating ratio of 95 means that only 5 cents of 
each dollar is available to the carrier before taxes 


Operating ratios bu years, 1942-52, all class I-1CC carriers 


i942 94,2 | 1948 93.5 
1948 96. 2 | 1949 94.9 
1944 97.2 | 1950 93. 4 
1945 99.3 | 1951 95. 4 
1946 96, 2 | 1952 95.5 
1947 i 95. 1 


Note that in the years 1943, 1944, and 1945 the operating ratio rose sharply 
until in 1945 the carriers, as a whole, had less than 1 cent of each dollar of 
revenue available as profit before taxes 

It is also notable that during this period traffic increased steadily until 1945 
when the maximum operating ratio was reached 

Mr. Dorr’s further statement that “In the years since 1946 motor carriers 
have prospered to an extraordinary extent’ is completely without foundation 
In no year since the war has the motor-carrier industry operating ratio been 
better than 93.4. This is in the face of the fact that many experts consider 
an operating ratio of 90 as the maximum for continued healthy growth of the 
industry. 

There are a number of factors which enter into the motor-carrier industry 
since 1946 which refute the charge that the industry has profited unduly or 
even handsomely since that tim 

In the period since World War II the demand for motor-carrier service has 
increased sharply Thus the index of intercity tonnage transported by motor 
carriers since 1941 shows that traffic has increased $2 percent since 1946 





Index of intercity tons transported, 1941-52—Class I motor carriers 


[1941 100] 


1941 _.._. 100 | 1947 149 
1942 ._ 107 | 1948 171 
1943 ._-- 119 | 1949 178 
1944 119 | 1950 228 
1945 118 | 1951 246 
1946 128 | 1952 247 


To meet this demand for service, carriers have had to provide greatly expanded 
facilities. This coupled with the fact that they emerged from the war with a 
sorely depleted plant has caused great need for expansion capital. With aver 
age earnings of carriers less than 5 cents on a dollar during this period, large 
amounts of outside capital have had to be attracted with the result that the 
cash position of the motor-carrier industry today is far below desirable levels. 
This makes it extremely important that motor carriers be permitted to at least 
maintain present earnings. Any diminution of these earnings such as could 
be caused by a repetition of the 1942-45 situation could seriously cripple the 
motor-carrier industry. 
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However, the issue here is not whether carriers are or are not prospering 
at the moment, but whether carriers, in times of rapidly increasing costs, should 
be permitted quickly to bring up their rates so as to offset the adverse affect 
on transportation service that inflation may cause. If the principle involved 
is sound, and we too believe that it is, it applies with equal force and logic to 
all public transportation, not just to the railroads. 

The second suggested amendment which we propose to the bills now before 
you is designed to insure that general increases authorized are applied with 
reasonable generality to all traffic handled by the applicant carriers. 

Mr. F. G. Gurley in his testimony, and Mr. Carter Fort in his second appear 
ance before the committee took issue with this proposal. They argued that 
such a restriction on the right of the railroad to hold down rates for competi- 
tive reasons would be unfair to the rail carriers because motor carriers might 
fail to make increases and thus in turn gain an advantage over the railroads, 
Were we talking about normal situations there might be merit in this conten 
tion. However, the provisions of this proposed legislation would come into play 
only in periods of sharply rising costs. The motor carriers, and particularly 
the single-commodity carrier, must also bear the impact of these increasing 
costs. He cannot court bankruptcy by refusing to take advantage of oppor- 
tunities to bring his revenues in line with his costs. Both Mr. Gurley and 
Mr. Fort admitted that rare exceptions, other than those specified in the peti- 
tions, have been made in previous general-rate-increase cases. It is significant 
to note that these rare exceptions occurred in the case of commodities on which 
the railroad rates are already sharply depressed and the motor carriers were 
ilready in bad financial shape as a result of the rail competition. These rare 
exceptions are the ones of which we complain; not exceptions on such things 
as coal and lumber, the validity of which we recognize. 

Furthermore, although the railroads complain that their rates would be 
frozen it must be borne in mind that other provisions of the statute afford them 
a remedy. Outstanding orders against the railroads, referred to earlier in this 
statement, do not apply in the case of rate reductions and the rails would be 
free to propose reductions in cases where competitive inequities existed. It is 
true that such proposed reductions would be subject to the suspension powers of 
the Commission but experience indicates that the Commission in such cireum- 
stances seldom if ever suspends rates. Finally it must be borne in mind that 
the motor carriers are accepting the same so-called burden that the railroads 
allege is being imposed upon them. Substantially there is no difference between 
the rate regulation of common carriers by rail and by motor vehicle. If this 
hill is made applicable to both, the benefits and burdens will be the same and 
no advantage will be gained by either. 

To carry the railroads theory as explained by Mr. Fort to its logical con- 
clusion the railroads would take increases only on traffic for which they have 
no competition from other carriers. But it is insisted that the exceptions of 
which we complain have been made only in very rare instances. That being the 
case, and provisions of the proposed amendment applying to the trucking indus 
try as well, the sharp railroad opposition to this proposal is difficult to under- 
stand. 


The Cuarrman. Are there any other witnesses who want to appear? 


STATEMENT OF JOEL C. WILCOX, CHAIRMAN LEGISLATION 
COMMITTEE, SOUTHERN TRAFFIC LEAGUE 


Mr. Wiicox. Mr. Chairman, my name is Joel C. Wilcox. I repre- 
sent the Southern Traffic League as chairman of the legislation com- 
mittee. I would like to file our statement with the committee. 

(The statement referred to follows:) 


The Southern Traffic League at a regular membership meeting held in New 
Orleans, La., March 17, 1953, voted unanimously to oppose the principle involved 
in Senate bill 2518, introduced before the 82d Congress, and any similar legisla- 
tion which might be introduced in the future. Senate bill 1461 falls within the 
purview of this action. 

One of the major objections to this particular amendment to the Interstate 
Commerce Act is that it provides for automatic increases in rates, fares, or 
charges by the railroads for their services without provision for a negative 
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finding by the Interstate Commerce Commission. The language of the bill is 
quite specific in dictating that an increase must be granted. At no point does it 
contemplate the Commission’s denying the application. This amendment, if 
enacted, would transfer to the railroads powers which are presently reserved to 
the Federal Government through the Interstate Commerce Commission. The 
Commission would become subordinate to railroad management. The Southern 
Traffic League has traditionally opposed legislative ratemaking. It therefore 
cannot reconcile abrogation of supervisory jurisdiction of the Interstate Com- 
merce Commission of the carriers. 

The members of the Southern Traffic League are cognizant of the problems 
facing the railroads today. While we recognize that lengthy rate proceedings 
frequently result in irrecoverable revenue losses to the railroads, we do not feel 
that the time limits proposed in this amendment would be equitable. Proceed- 
ings on the Interstate Commerce Commission docket at the time that any com- 
mon carrier affected by this amendment filed petition and certificate as provided 
for would have to be set aside and action postponed while the Commission 
atttempted to comply with the deadline set by law. Shipper complaints and 
applications for increases by carriers subject to parts II, III, and IV of the act 
would have to be subordinated if the Commission is to comply with the provi- 
sions of this amendment regarding time limitations. The inequities of such a 
practice are obvious. 

The amendment proposed by the Interstate Commerce Commission cures the 
evils of the required positive interim order but does not alter the objections to 
the time limit. So long as a time limit remains in this bill it continues to be 
class legislation, benefiting the railroads in preference to all other carriers and 
the public interest. The Commission's proposed amendment would be preferable 
to the original bill as a lesser of two evils. If the Interstate and Foreign Com- 
merce Committee feels that some legislation of this nature is necessary, the 
Southern Traffic League requests that the bill be further amended to extend to 
the shipping public the same rights and privileges which are being granted the 
rail carriers. The legislation committee of the league has prepared an amend- 
ment which would accomplish this aim and has presented it to a member of the 
Senate Interstate and Foreign Commerce Committee to be introduced at the 
appropriate time. 

The above reference to the Interstate Commerce Commission’s amendment 
and to the amendment proposed by the Southern Traftic League is not intended 
as an endorsement of the principle contained in this legislation. It was the 
unanimous conviction of the members assembled at the annual meeting of the 
league held in Montgomery, Ala., September 16, 1952, that legislation of this 
type was not only unnecessary but would be unjust in the extreme. 

Members of the Southern Traffic League earnestly request that the Inter- 
state and Foreign Commerce Committee of the Senate reject and defeat for 
all time Senate bill 1461. 

Respectfully submitted. 

Jorer C. Witcox, Chairman, 
W. A. GUN, 
F. E. HARRISON, Jr., 
W. L. Mure, Jr., 
J. M. SMITH, 
O. H. WEAVER, 
Legislative Committee of the Southern Traffic League. 

Mr. Wiicox. The Southern Traffic League at a regular meeting 
held in New Orleans, La., voted unanimously to oppose the prince iples 
which are involved in Senate bill 2518, which was a previous bill. 
It was introduced before the 82d Congress. At the time, we voted 
to oppose any similar legislation which would carry with it the same 
general principles. Senate bill 1461 falls within the purview of that 
action. 

One of the major objections which the Southern Traffic League 
found to this particular bill isthe provision for the automatic increases 
in the rates and fares and charges. It does not provide for a negative 
report by the Commission. 

It also provides for these increases without hearing. We object 
to that as one of the major points in this bill. 
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Senator Pastore. What do you mean by “negative” ? 

Mr. Wiicox. To deny an interm increase of any sort. 

Senator Pasrore. You mean that under S. 1461, the Commission 
has no authority to deny the petition for an interim increase ¢ 

Mr. Wiicox. The language of the bill happens to be rather specific, 
that the Ce mmission W ill erant the increase 

Senator Pasrorr. Let us look at this bill. 

Phe CHaimmMan. You realize this isa ease of cause and effect. When 
and if the railroads get inereased charges, they make a representa 
t10 to the Commission and ask the Cx mmiissi¢ hn to ceive them corre 
Sp nding rate to offset that. You See that, do you not 4 Do you not 


wlieve that is a sound principle? If the railroads are being soaked 


\ higher costs, they oucht to have a chance to get it back in higher 
rates, Do you not agree with that ? 

Mr. Wincox. If the costs are going up, ves, of course they are entitled 
to a return on their investment. They are entitled to offset those 


increases. However, under our interpretation of the bill, no mention 
is made in there of the fact that increases ao 
Senator Pasrorre. That point has been raised twice. 1 think we 


ought to clan ify the language, Mr. Chairman. 

The CrairMan. Go ahead and clarify it. 

Senator Pasrore. IL think we ought to put in there “increases, if 

vy, or something to that effect. We ought to write something in 
there that would make that clear. 

The CHatrmMan. You are the boys to clarify it. You are elected. 

Mr. Winicox. I understand that the Interstate Commerce Commis 
ion has— 

Senator Pasrore. No one has vel taken the position that this, per 
force, has to be an increase, once an application is filed. We are all 
in accord on that. If there is any question about the way the language 
is drawn, I think that ought to be checked thoroughly and corrected. 
Surely if the railroads are not entitled to an increase in the public 
interest, they hadn't ought to be given one. I do not think they them- 
selves would want one and I do not think the Commission would give 
them one. If there is anything in this S. 1461 that does not do pre- 
cisely that, it ought to be drawn up in language that would do it. 
That is a simple thing. 

The Ciuatmman. Is not the corollary of that, that when and if rail- 
roads are soaked with adde d costs, they are entitled to increase revenues 
and rates / 

Mr. Wiicox. That is true, sir. The mere fact that we misunder 
stand it in the Southern Traflic League, or rather interpreted it that 
way, that increases must be granted under this bill, and the fact that 
the question has been raised by others, is indication enough. 

Senator Pasrorr. The ICC raised the same question. 

Mr. Wincox. It is indication enough that it will have to be some- 
day decid « in the courts and we may as well decide it how. 

Senator Pastore. The ICC raised the question. 

The Cuarrman. Is that an authority / 

Senator Pastore. It is in their brief. After all, they are going to 
be the ones who will have this responsibility, and I do not mean to be 
funny, Mr. Chairman. I am serious. 

Mr. Wiicox. We, of course, recognize the fact that these lengthy 
proceedings result in irrecoverable revenue losses to the railroads. 
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However, we do not feel that the proceedings have been unduly 
lengthy. | do not believe that the rights to present both sides of the 
story, or the opportunity to present both sides of the story, is ever 
taking undue advantagé of anyone. 

We do not feel, however, that these time limits which have been 
set up here are volng to solve the problem for this reason: The rail- 
road files an application and certificate under the provisions of the bill. 
Suppose in that case that the Interstate Commerce Commission’s 
dockets are filled with hearings on shippers’ complaints, applications 
for increases by other carriers subject totheact. The docket is jammed, 
and they cannot squeeze in anything else. 

Along comes an application and they have got 60 days in which 
to hear all of the voluminous testimony, 1n W hich to go into the exhibits 
that have been presented, the certificates that have been presented 
along with this thing, and come up with their interim order. If they 
must do that within 60 days, what happens to the subjects that are on 
the docket at the time / The *v must be pushed aside. 

Senator Pasvore, Would you not say that the ICC is quite familiar 
at this moment with the entire background of this situation? Let 
us assume for the moment that the railroads, through the process of 
collective bargaining were required to make a 10-percent increase in 
wages. That is one of their greatest items of expense. After all, 
that has a lot to do with the profit and the ability to maintain proper 
service, as to whether or not that is definitely volng to come out of 
their pockets and they have to absorb it, or whether or not it can 
be passed on in freight rates and in passenger rates. Do you think 
that just because the Commission might have a crowded docket that 
this thing ought to go on indefinitely, m: ay be for a year or two, before 
we get down to the decision of this matter Do you not think they 
would have enough and they could require t the proper presentation of 
statistical data that is hecessary, based upon these changed circum 
stances that would enable them in a matter of weeks to make a fair 
decision? How else are you going to meet this responsibility / ¢ 

Mr. Wixcox. Let me answer you this way: If I have a complaint 
before the Commission, I believe | am entitled to the same expeditious 
treatment that the railroads are entitled to. 

Senator Pasrors. Of course you are. 

Mr. Witcox. If my complaint is on the docket and it is to be heard 
and I have gone to considerable expense and etfort to put this com 
plaint in order and have made all of my arrangements and plans and 
so forth to be heard at a definite time, is there a reason that my com 
plaint should be thrust aside to consider that of the railroads ? 

Senator Pasrorr. No; but I meant that both things can be done at 
the same time. You do not necessarib have to have a protracted 
hearing to grant an interim increase based upon a 10-percent increase 
that you might have had to make in wages. That is precisely the 
point. You get into a full-dress hearing, and espec ially as I look at 
this petition here, you have got more than two dozen lawyers. Nobody 
knows how many railroads are interested. How are you going to get 
a decision within a reasonable length of time that is going to make 
sense if you are going to maintain proper service? The railroad 
could become banrupt by the time they got around to making a deei- 
sion. Then they would have cause for a new decision. That is 
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exactly what is happening. They are always amending their petition. 
During the process of the hearing the situation is changing. By the 
time they get through they are ready to file a new one. A decision 
can only be based upon the facts that are prevailing as of the time the 
petition is filed or amended. 

Mr. Witcox. You are going on the assumption, then, that the past 
decisions by the Commission have been unduly lengthy. 

Senator Pasrorr. The only one who does not think so is the Com- 
mission itself. Everybody else seems to be agreed that that is the 
case, 

The Cuarrman. You have cited one more argument for my theory 
that the railroads ought to automatically put these increases in effect 
without going near the Commission. 

Mr. Witcox. I believe that any time anyone affects the cost of liv- 
ing of 150 million people, those people should be given the right to be 
heard. 

The railroads are individuals under the law. There are some 900 
of them in this country. There are some 150 million individuals, 
natural-born individuals. We have been granted the same safeguards 
under the Constitution that the corporations have. I believe that the 
rights of the people are just as great as the rights of the railroads. 

Senator Pastore. They may be even greater. Let us not get con- 
fused on that. Certainly my whole background has been for the 
people. I am for them 100 percent. 

The Coamrman. Weare all Thomas Jeffersons here today. 

Senator Pasrorr. But we have got a situation that we have got to 
look at in a rather practical, realistic fashion without getting our- 
selves into a lot of high-sounding platitudes. The fact of the matter 
here is that it has been shown through experience—and if that is not 
the case I would like to hear it—that sometimes it has taken a very, 
very long time to get these decisions. This does not affect the final 
disposition of any situation. Iam afraid that some people are taking 
the attitude that it is good government this way, without this S. 1461, 
because the longer it takes the ICC to make a decision, the longer it 
takes the railroad to raise the rates. If they are going to get any 
justice and fairness, the paramount question is, Is the increase justi- 
fied, and if it is justified, we ought to get to it as soon as we possibly 
ean. Do you not agree with that ? 

Mr. Witcox. You have made the statement that everyone agrees 
with the bill here except the Interstate Commerce Commission. 

Senator Pasrorr. No; I did not say that. I said everybody seems 
to have agreed that the hearings have taken a little longer than they 
should, with the exception of the ICC, and even they make apologies 
in their statement. 

Mr. Wircox. I would not want to make a flat statement on it, my- 
self. It has been my observation that quite often these delays and 
postponements an so forth have been at the insistence of the rail- 
roads themselves, the insistence of the applicants. I would not want 
to put the entire burden on the public and say that the railroads were 
without blame in this matter of having their hearing stretched out. 

Senator Pastore. Would that make sense to you? A railroad 
comes in and files for an increase in rates and then takes on the 
responsibility of slowing down the case. There is no advantage in 
that. 
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Mr. Witcox. I am of the opinion that it has happened on a number 
of occasions. 

The CHAmMan. Were you ever a railroad man ? 

Mr. Wurcox. No, sir. My background in traffic was with airlines. 

Senator Pastore. Let me get this straight. Your position is that 
the job has been well done, that we ought not to have any limitation 
upon the ICC to make a decision, even on an interim basis ¢ 

Mr. Wiicox. I say that if there is need for this, that this method 
is not the right way to go about it. I do not believe that either S. 1461 
or the amendment submitted by the Interstate Commerce Commission 
is the answer to the problem, if the problem exists. 

Senator Pasrorr. What is the answer to the problem ? 

Mr. Witcox. I do not purport to be an expert on that. 

Senator Pastore. I am not trying to be funny now. Do not misun- 
derstand me. 

Mr. Witcox. I understand that, but I do not hold myself forth to 
be an expert duly qualified to some up with a solution to this prob- 
lem. Surely if the Commission itself has not been able to solve the 
problem that is said to exist, I cannot presume to try to solve it myself. 

Senator Pasrorre. We think we have got some kind of a solution 
here. That is why we have got the bill before us. 

Mr. Wircox. If the committee feels that some solution has to come 
out of this thing, that some legislation must come out to correct this, 
if they feel that action has to be taken in this matter, I have prepared 
an amendment and have asked one of the members of the Interstate 
and Foreign Commerce Committee of the Senate to introduce it at 
the appropriate time, which would extend to the oe public the 
same rates that are being extended to the railroads. ‘That is the right 
to apply for decreases where unjust rates, fares and charges, or un- 
reasonable rates, fares and charges, are being levied against the 
shipping public. 

The Cuatrman. They have already got that right, have they not? 

Mr. Witcox. Not under the same expeditious treatment they are 
giving the railroad. If they are going to give the railroad this auto- 
matic-increase provision, let us have an automatic-decrease provision 
where these costs have gone down. You spoke of wages going up 10 
percent. Just the other day the railroads’ wages dropped in the 
amount of some $7 million. 

Senator Pastore. Why do vou keep saying automatic increase ? 

Mr. Witcox. That is approximately what this is. 

Senator Pasrorr. Why ¢ 

Mr. Witcox. Under our interpretation of S. 1461 all that is neces- 
sary is for the railroad to file this certificate and application, and the 
Commission must grant some increase of some sort. 

The Cuatrman. That is the way we want to have it. 

Mr. Witcox. Without though, without proper hearing, without giv- 
ing the shipping public a chance to be heard, the people who are pay- 
ing these rates and supporting the railroads. We feel that if that is 
not automatic increases, I do not know what is. 

Senator Pastore. At this point, Mr. Chairman, I would like to ask 
a question of Mr. Fort and Mr. Gurley. Is that their understanding 
of this bill? 

Mr. Forr. Very clearly not. If a question could be raised about 
that, Senator Pastore, I think a question could be raised about any- 
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thing. ( he bill provides, as vou know, that the (‘ommission shall 
authorize increases which in its opinie hn are appropriate and neces 
sary under honest management to meet those standards. If no increase 


Is necessary, of course, the law permits none. If anyone wants to 
write in this bill, “such increases, if any,’ we are perfec tly happy to 
have it inthere. If you want a gil led lily you can have it. 

Senator Pasrore. But it is your understanding that the Commis 


sion has a right to decide for any reasons that it deems necessary that 
no increase shall be granted on an interim basis, even though wages 
might have been increased ¢ 

Mr. Forr. Yes. If they are guided by these standards and if they 
feel that those standards require no increase, it Is wholly within the 
discretion of the Commission. Of course they are under no obligation. 

Senator Pasrorr. Does that soften your position, Mr. Witness, if 
we add, “if any’ ‘after “increases” ¢ 

Mr. Witcox. That cures the ill of the automatic but the mandatory 
increase, as We see it, but it still does not cure the opportunity of the 
public to be heard. 

There is another question raised in this bill. I will frankly admit 
that I am not an economist and I am not qualified to make a final 
decision on it or take any stand with authority. There is a provision 
in here that these increases must be of such nature as to attract equity 
capital. Lasked half a dozen railroad men, as well as traffic men, what 
an equity capital meant, and they could not tell me. I asked who was 
to decide whether this rate would attract equity capital for, we will say, 
the Georgia, Southern & Florida, or any of the railroads. After all, 
there are 900 of them and it does not say “Attract equity capital for 
the majority.” It does not say for railroads in the overall picture. 
But any one railroad must be able to attract equity capital from this 
increase. That ap pears to me to be putting quite a burden on the 
Commission. It is a burden that was never there before. I cannot 
find it wy where in the Interstate Commerce Act. 

Senator Pasrore. It is a new thing, I will grant you that. 

Mr. Wincox. It is new all right. 

The CHAIRMAN. eg iv I just make one comment, Mr. Witness! I 
am speaking now to Mr. Fort as well. I am a little amazed at the 
railroads’ position in this matter. I thought they had more guts and 
more courage. What are you afraid of? It is a simple law of eco- 
nomics and commonsense. I want to see this bill so strong that it will 
say, “Thus saith the Lord.” Here it comes. We have the railroads 
inflicted with added costs, labor, or whatever it shall be, then the 
Commission shall give them an increase in costs. It shall do it pronto, 
not may or may not, but shall do it automatically. That is what I 
want to see the legislation mean. I think in justice to the American 
people as a whole, the prosperity of the American people and of the 
railroads are interdependent. When they get charged with higher 
pr ices, the ‘Vv ought to be able to give it bae k to the public in rates. Do 
you not agree with me? 

Mr. W iwcox. The history of —— 

The CuatrmMan. Never mind about history. Yes or no? 

Mr. Wixcox. Let me say this. The history of the recovery of these 
increases in the form of decreases to the shipping pub slic, when the 
cost of operation goes down and when the cost of running the railroads 
drops, has been mighty poor, 
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The CuHatrMan. We will make it better. 

Mr. Wincox. The shipping public, L believe is entitled to the same 
consideration as the railroad 

Senator Pasvorr. Let me make this suggestion to you, Mr. Witness, 
and I Say it for the benetit of the chairman, too. 

The CuairmMan. He needs it. 

Senator Pasrore. I think in this case the answer is in the affirmative. 

It could very well be that the Commission could decide that because 
of the increased business of the railroad as of the moment that they 
Mmiake an application 


4 


ror an mcrease Is enough to offset the increase 
In wages, and that might be a basis for the denial. ] quite disagree 
with the chairman that just because a petition is typed on the basis 
that the wages have been increased somewhat that there ought to be a 
commensurate increase in rates. Ido not go along with that thinking 
at all. 

There may be other reasons to rule it out. But I do say this, the 
railroads oucht to be given an increase if they are entitled to it and if 
they are not entitled to it, L think the ICC ought to have the authority 
to sav no increase. 

The Cu \IRMAN. They are entitled to whatever is forced upon them. 
What they get on one side ought to be counterbalanced on the other 
side. What about that, Mr. Fort ? 

Mr. Forr. Mr. Chairman, I wholly agree with what I take to be 
your sentiments. We supported last year, before this committee, 
S. 2518 which would have permitted us without any intervention by 
the Commission to make these raises. Let me explain our position 
today. 

Your committee did not see fit to report that bill last year. 

The CHarrmMan. Let us have a resurrection day. 

Mr. Forr. And in the meanwhile, the shippers brought forth this 
bill, which while we do not regard it as effective as the original bill, 
we still regard as a very constructive measure, with the hope that 
your committee will report it out quickly and get it on the statute 
books. 

We are supporting this bill, which is considerably short of S. > 
but which we nevertheless think is a vood bill and would be very 
helpful. 

The Cnatman. Is it not a question, Mr. Fort, that here is a rail- 
road up on that panel ‘ QOn one side are the operating costs. On the 
other side is income, what they receive from their rates. 

If those operating costs are increased and padded and thrust upon 
them, not of their seeking, then there should be a counterbalance on 
the other side, should there not? 

That opinion is sound. 

Mr. Fort. We have got to have; yes. 

The CHatrrMan. Exactly. 

Any more history ¢ 

Mr. Witcox. Mr. Chairman, as I see it, the question is pretty well 
boiled down here. Mr. Fort, I believe it was, said that this bill was 
the publie’s bill. I would like to clarify that, if I may. This bill 
is purported to be the National Industrial Traflic League’s bill. 

L would say that 90 percent of the members of the Southern Traffic 
League, whom I represent here, are members of the National Indus- 
trial Traffic League. It is not their bill. Nor does the National 
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Industrial Traffic League necessarily speak for us, because we can 
show, in the minutes of our meetings, numerous cases where we have 
gone in opposite directions on matters of legislation. 

I would like for the record to be clear that, if this is to be called 
the publie’s bill, it not be saddled on the members of the Southern 
Traflic League. 

The Cuamman. Do you elaim this bill is an illegitimate child 4 

Mr. Wicox. If they say we are the father; yes. 

The Cuarrman. Who did conceive the bill 4 

Mr. Wivcox. It was conceived in the executive committee, I assume, 
of the National Industrial Traffic League. We surely did not. 

The Southern Traffic League is unalterably opposed to S. 1461, 
even if amended. We feel. though, that, if this is to be put into effect, 
the same provisions should be given the shipping public, people who 
pay the freight. 

That concludes my statement. 

The CuatrmMan. Thank vou very much. 

Any other witnesses ? 


STATEMENT OF DURWARD SEALS, TRAFFIC MANAGER, UNITED 
FRESH FRUIT & VEGETABLE ASSOCIATION, WASHINGTON, D. C. 


Mr. Seats. Mr. Chairman and members of the committee, my name 
is Durward Seals. I am trafic manager of the United Fresh Fruit 
& Vegetable Association, a national trade association with head- 
quarters in Washington, D. C., having approximately 3,000 members 
residing in all of the States who are engaged in growing, packing, 
shipping, and distributing fresh fruits and vegetables. Because of 
the great nutritive value of fresh fruits and vegetables, because of 
their necessity in a balanced diet, and because of their importance 
as protective foods, they play a most important part in the food sup- 
ply of the Nation. 

The growing population has caused more production and has thus 
necessitated more transportation service. The importance of this 
service to the national economy is perhaps best evidenced by the fact 
that fresh fruits and vegetables represent more than one-fourth of the 
total average per capita consumption of food in the United States. 

We oppose S. 1461, and we have been requested to express also the 
opposition of the California Grape and Tree Fruit League, 717 Market 
Street, San Francisco, Calif., a nonprofit organization representing 
more than 250 growers and shippers of fresh deciduous fruits and 
grapes produced in the State of California, and the opposition of the 
Western Growers Association, 606 South Hill Street, Los Angeles, 
Calif., a nonprofit organization representing 90 percent of the melon 
and vegetable growers of Arizona and California. 

Through our attorney, Wilmer A. Hill, we expressed our opposition 
to S. 2518, which was introduced in the 2d session of the 82d Congress. 
His testimony will be found at pages 1077 to 1080 of the hearings 
before the Senate Committee on Interstate and Foreign Commerce, 
to which we respectfully direct the attention of this committee. As 
briefly as may be, it was our position at that time that (1) S. 2518 
would deprive the Commission of its traditional authority to suspend 
general rate increases and would permit such general increases to take 
effect even though they violated outstanding orders of the Commission 
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77 
and violated the provisions of section 4 of the Interstate Commerce 
Act; (2) S. 2518 would shift to the shippers the burden of proving 
such general increases to be unlawful, notwithstanding that many of 
the members of our association do not maintain traffic departments 
equipped to prosecute complaints against the railroads in an effort 
to establish that described rates have been, are, or will be unreasonable, 
unjustly discriminatory, or unduly preferential and prejudicial; and 
(3) S. 2518 would subject the railroads to the almost irresistable temp- 
tation in the future to seek general increases and thus escape the sus- 
pension powers of the Commission rather than to seek increases on 
selected commodities in selected territories and thereby subject them- 
selves to the suspension powers of the Commission. 

We are satisfied that S. 1461 makes no substantial changes in the 
respects noted. Indeed, in some respects S. 1461, even if economic 
conditions were such as to justify some radical legislative change 
which we expressly deny—would be even more objectionable than 
S. 2518. It will be observed, for example, that, whereas S, 2518 would 
have expressly relieved the rail carriers from the provisions of section 
4 of the Interstate Commerce Act, S. 1461 makes no provision for such 
relief and would thus bring about an almost infinite variety of vio- 
lations of section 4, and that, by the proviso for refunds by the car- 
riers without further action by the Commission in those instances 
in which the finally determined increases are less than the increases 
authorized by the interim order, S. 1461 would open wide the door 
to discrimination and would leave a serious question whether it is 
intended that the Commission will have power to award damages in 
instances of unjust discrimination and undue prejudice caused by the 
interim increases. 

A concrete example will serve to illustrate this latter circumstance, 
An outstanding order of the Commission may require, as many such 
orders do, that the rate from A and B shall not exceed the rate from 
C to B by more than 50 cents per given unit. Then let us assume that 
by reason of the Commission’s order the rates in question are $1.50 
and $1, respectively ; that by reason of an interim order under S. 1461 
an increase of 10 percent was applied to each rate, making the re- 
spective rates $1.65 and $1.10; and that by reason of the final disposi- 
tion of the proceeding the Commission prescribed a percentage in- 
crease of 5 percent, making the rates of $1.575 and $1.05, respectively. 
The shipper from A to B, at the original rate of $1.50, would be en- 
titled to a refund of 7.5 cents per unit and the shipper from C to B, 
at the original rate of $1 would be entitled to a refund of 5 cents, but 
the bill makes no provision for an award of damages to compensate 
the shipper from A to B for the aggravated undue prejudice created 
by both the interim increase and the final increase approved by the 
Commission. 

In other words, as we interpret lines 23 to 25 of page 2 of the pro- 
posed bill and lines 1 to 3 of page 3 of the proposed bill, the “cause” 
and the “substantive provisions and powers” of the Commission have 
to do with the future only. There could be, and doubtless would be, 
almost countless instances of this sort if S. 1461 were to become law. 

And even if, for purposes of argument, we were to concede that 
the bill does grant the Commission power to award damages in in- 
stances of unjust discrimination and undue preference and prejudice, 
it cannot be questioned that the burden of demonstrating unjust dis- 
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crimination and undue preference and prejudice and_ resulting 
damages would be shifted from the rail carriers, who now bear it 
under the investigation and suspension provisions of section 15 (7) 
of the Interstate Commerce Act, to the shippers, who should not be 
saddled with it. The rail carriers should continue to be held fully 
responsible for their acts. 

Conversely, there is the fact that in many instances the general 
ncreases applied by the carriers—without opportunity ate neg ey 
consideration by the Commission—would almost immediately be re- 
moved - competitive commodities at the insistence of favo red ship- 
pers, al open adoxically, that we should then find unjust t discrimina- 
tion ak: undue prejudice and preference caused both by the applica- 
tion of the general increases and by the removal of the general 
Mcreases, 

Phere are a number of other curious features of S. 1461 which de- 
mand its rejection. The bill provides that if the increases in rates, 
fares, or charges as finally determined by the Commission are less 
than the interim increases in rates, fares, and charges, the carriers 
shall upon demand make refunds upon any shipments on which 
the interim increases exceeded the maximum authorized increase 
But, peculiarly enough, no provision is made for refunds of exces 
sive Tares paid by piussengers, 

‘J he phraseology oO! the b ll is such as to imply that whenever the 
railroads may ask for a general increase in rates, fares, and charges, 
some increase must be approved by the Commission. It is conceivable, 


of course, that the Commisior might wish to find that no increase 
whatsoever Was “appropriate or necessary.” But the bill would seem 
ingly prevent the Commission’s making such a finding. This should 


not be. 

[If S. 1461 became law the rail carriers would hardly concede that 
anv of their needs for increased revenues rooted In an un necssarily 
low level of rates on g1 commodities. Instead, since proposed in- 
creased rates on sele Teal ce imodit es would be subjec ‘tT to suspension 
by the Commission, they would almost certainly seek general rate 
increases In order to escape suspension. It is only human nature 
that this should be their course of conduct. We have already men- 
tioned this subject, but we repeat for emphasis that this course should 
not be open to them; the history of the interim increases granted by 
the Commission since the Second World War—see page 8 of the 
letter of April 28, 1955, addressed to Senator Tobey by Chairman 
Alidendee of the Commission—is not such as to justify an open in- 
vitation to the rail carriers to evade the basic requirements of the In- 
terstate Commerce Act. 

It may be argued by the rail carriers that the proviso beginning 
in line 5 of page 3 of the proposed bill will dispose of our previous 
criticism that many members of our association, for lack of traffic de- 
partments, are not equipped to file and press claims with the railroads 
for the recovery of the increased interim charges which are subse- 
quently found not to have been justified in whole or in part. Such an 
argument would lack validity. The bill provides that “upon de- 
mand” the carriers shall make refunds; in the absence of such de- 
mand there would be no refund. The burden is east upon the ship- 
pers. It cannot be doubted that many millions of dollars would re- 
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mai In the cotters of the railroads because of the inability of the 
pore: individual shippers to comb their records. If there is to be 

1 ob ligation to develop and perfect such claims, it should be put 
tii the rail carriers, the authors of the increases. 

For all the foregoing reasons, then, the United Fresh Fruit & 
Vegetable Association and the other named organizations for which 
it here speaks recommend that the committee report unfavorably 

1461 

In closing, we direct our remarks to the amendment to S. 1461 in- 
te ane to be proposed by Senator Tobey by request. As we understand 

. this isa sane stitute bill introduced at the instance of the Commis 
sion itself, which has recommended against enactment of any legisla 
tion such as contemplated by S. 1461, but reluctantly suggests the 
substitute in the event that the committee concludes that a bill of some 
kind should be reported, 

Although in many of its details the amended bill is a distinet im- 
provement upon S. 1461, we are equally opposed to it upon principle. 
Our reasons, briefly, are that the amendment (@) would be predi 
eated upon in Aationary conditions which are not shown to obtain at 
this time or to be imminent; (46) would deprive the Commission of 
its traditional and salutary power to suspend and would leave too 
largely to the rail carriers themselves the determination of their 
needs for increased revenue; (¢) would enable the rail carriers, simply 
because of their asserted—but not demonstrated—revenue needs, to 
violate any and all outstanding orders of the Commission, entered 
after full and fair hearings and after protracted investigation; (@) 
would enable the rail carriers to violate the fourth section of the 
Interstate Commerce Act with impunity without the least showing of 
the necessity for such violation in any given instance; (¢) would shift 
to the shippe rs the burden—which a large percentage ce our mem 
bers would be wholly unable to sustain—of establishing that the in 
creased rates were unjustly discriminatory, unduly preferential, 
unduly prejudicial: (7) would leave in doubt the question whether 
the Commission would have the power to award damages because of 
unjust discrimination and undue preference and prejudice; and (¢@) 
would almost inevitably result in petitions by the rail carriers for ill 
considered general increases in lieu of selective inereases for which 
they would otherwise petition. 

We accordingly recommend that the committee likewise report un 
favorably the substitute bill. 

The CnatgMan. Hi: pte you any samples with you? 

Mr. Srars. No, sir, but I can send them to you. We are appearing 
in opposition to S. 1461. T am traffic manager of the United Fresh 
Fruit and Vegetable Association. It is a national trade association 
of Washington, D. C. 

We represent over 3,000 growers, shippers, and distributors of fresh 
fruits and vegetables. I am also appearing for the California Grape 
and Tree Fruit League of San Francisco, Calif.. and the Western 
Growers Association of Los Angeles. 

Briefly, our opposition is directed to the original bill because we feel 
it would deprive the Commission of its traditional authority to suspend 
general rate increases and would permit such general increases to take 
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effect even though they violated outstanding orders of the Commission 
and violated the provisions of section 4 of the act. 

It would also shift to the shippers the burden of proving such gen- 
eral increases to be unlawful. 

Notwithstanding that many of the members of our association do 
not maintain traflic departments equipped to prosecute complaints 
against the railroads in an effort to establish that the prescribed rates 
have been, are, or will be unreasonable, unjustly discriminatory, or 
unduly preferential. 

We also feel the bill would subject the railroads to the almost irre- 
sistible temptation in the future to seek general increases and thus 
escape the suspension powers of the Commission. 

Mr. Forr. Are you talking about 8S. 2518? 

Mr. Sears. I am talking about both of them. Rather than to seek 
increases on selected commodities in selected territories and thereby 
subject themselves to the suspension power of the Commission. 

There is no need to go into line 17 of the bill where it says we feel 
the Commission would have to make an increase. 

I think that that has been covered pretty thoroughly. We still feel 
the way the bill reads now, the Commission would have to put an 
increase into effect. 

We also feel that as we interpret lines 23 to 25 of page 2 of the bill 
and lines 1 to 3 of page 3 of the proposed bill, the calls and the sub- 
stantive powers of the Commission would apply only to the future. 

There are a number of other curious features of S. 1461 which 
demand its rejection. The bill provides that if the increases in rates, 
fares, or charges as finally determined by the Commission are less 
than the interim increases, rates, fares, or charges, the carriers shall 
make demands for refund of any difference. 

No provision is made for the refunds of excessive fares paid by the 
passengers. The phraseology of the bill, as I mentioned before, is to 
imply that when the railroads ask for these general increases, some 
increases must be given. 

Another feature which we are opposed to is that in line 7 of the bill, 
page 3: “The carriers shall upon demand, without further action by 
the Commission,” make refunds on any shipments on which the interim 
increases exceeded the maximum increases authorized in the final deci- 
sion and report of the Commission. 

We feel that this would put the burden of proof upon our shippers 
to make the demand for the refund. If there is to be an obligation to 
develop and perfect such claims, it should be upon the rail carriers, 
the authors of the increases. ; 

We are also opposed to the substitute which we understand has been 
suggested by the Interstate Commerce Commission for the following 
reasons. ; 

The CHarrman. You are not criticizing the Interstate Commerce 
Commission, are you? 

Mr. Sears. No, sir, I am not. 

The Cuatrman. Be careful about that. 

Mr. Swarts. The amendment would be predicated upon inflationary 
conditions which are not shown to obtain at this time or to be eminent. 
They would deprive the Commission of its power to suspend and would 
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leave to the railroads themselves, the determination of their needs 
for increased revenue. They would enable the rail carrier because of 
their asserted but not demonstrated revenue needs, to violate all out- 
standing orders of the Commission after full and fair hearings and 
after protracted investigation. 

It would enable the rail carriers to violate the export section of 
the Interstate Commerce Act with impunity without the least showing 
for the necessity of such violation. 

It would shift the burden of establishing that the increased rates 
were unjustly discriminatory, unduly preferential or unduly prejudi- 
cial, to our members. 

It would leave in doubt the gps of whether the Commission 
would have the power to award damage because of unjust discrimina- 
tion and undue prejudice. 

It would almost inevitably result in petitions by the rail carriers 
for ill-considered general increases in lieu of selective increases for 
which they would otherwise petition. 

We therefore respectfully request that the committee report un- 
favorably on S. 1461 and the substitute bills. 

The Cuarrman. You are kind of a “wet blanket” around here. 

Mr. Seats. I am afraid so. 

The Cuatrman. Thank you for coming before us. We appreciate 
It. 

Are there any other witnesses who want to appear for alterations, 
additions, or repairs ? 

Mr. Seats. May I ask that my full statement be included in the 
record ? 

The CHarrman. It certainly will. 

We will insert in the record a letter received from Clarence R. 
Miles, of the United States Chamber of Commerce. 

(The document referred to is as follows: ) 

CHAMBER OF COMMERCE OF THE UNITED STATES, 
Washington, D. C., May 7, 1953. 
Senator CHARLES W. TOBEY, 
Chairman, Committee on Interstate and Foreign Commerce, 
Senate Office Building, Washington 25, D. C. 

DEAR SENATOR Toney: The Chamber of Commerce of the United States favors 
passage of S. 1461, which seeks to reduce the timelag between the date common 
carriers make application for a general rate increase to adjust for rising costs and 
the date that the regulatory authority renders is final decision. 

Our membership has just adopted, at the recommendation of the chamber’s 38- 
man transportation and communication committee, a policy position that favors 
steps being taken to speed up decisions of Federal regulatory bodies on application 
by common ¢arriers for a general rate increase to offset rising costs. S. 1461, in 
our opinion, presents a fair and reasonable method of achieving this desirable 
goal. 

The transportation and communication committee, before making its recom- 
mendation to the chamber’s membership for approval as policy, considered this 
timelag question very thoroughly. The committee unanimously agreed that the 
present regulatory procedure is too far too rigid during periods of rapidly rising 
costs. The delays that regulated carriers have encountered before they were 
permitted to adjust their rates to meet increasing costs have materially weakened 
their financial position, thus unfairly penalizing them, as compared to business 
in general, during a period of high business activity. 

While it is true that the railroads are particularly affected by this timelag 
problem, the chamber believes that it is a problem common to all regulated 
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industries, Therefore, we suggest that S. 1461 be amended to include all types 
of common carriers, rather than railroads alone. 

The chamber favors S. 1461 in its original form, rather than the amended 
version. The original bill stresses the need for the Interstate Commerce Com- 
mission to permit common carriers to earn revenues sufficient to provide adequate 
service, establish and maintain sound credit, and attract capital. 

We request that you make this communication a part of the printed record 
of your committee hearings. 

Cordially yours, 
CLARENCE R. MILES, Manager. 


The CHarrMan. The Chair declares these hearings finished and we 
will act as expeditiously as possible, which will be fairly quickly. 

Thank you for your attention. 

(Whereupon, at 11:55 p. m., the committee adjourned.) 
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TUESDAY, MAY 12, 1953 


Untrep States Senate, 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
Washington, D. C. 
The committee met at 10 a. m., in room 212, Senate Office Building, 
Senator John W. Bricker presiding. 
Present : Senator Bricker. 
Senator Bricker. We will come to order now. The purpose of this 
« hearing by a subcommittee is to discuss a couple of amendments sub- 
mitted to S. 1461, the bill introduced by Senator Johnston, by Senator 
Capehart, and myself. It is known as the “time lag bill.” 
I see these amendments are in the nature of substitutes. One of 
these amendments is known as the Beiser amendment to be inserted 
in the bill and reads as follows: 





That any proposed increase in freight rates or charges will apply to all kinds 
and classes of freight traffic handled by the petitioning carrier or carriers so that 
each kind and class will bear its proportionate share of the increase 


Then the Truckers Association inserted an amendment which reads 
as follows: 


Petitions filed under this section shall be accompanied by an exhibit showing 
any proposed increase and the Commission’s interim order shall authorize such 
exceptions as, in its opinion, are justified 


Dr. Splawn, you are representing the Commission on this matter. 
You are chairman of the Legislative Committee of the ICC? 
Mr. Spiawn. That is right. 


STATEMENT OF WALTER M. W. SPLAWN, CHAIRMAN, COMMIT- 
TEE ON LEGISLATION AND RULES, INTERSTATE COMMERCE 
COMMISSION 


Mr. Sprawn. My name is Walter M. W. Splawn. I am a member 


™ of the Interstate Commerce Commission. I am chairman of the Com- 
mittee on Legislation and Rules. Another member of the committee, 
Commissioner Mahaffie, is with me. 

° We had your request, Mr. Chairman, to comment on the amendments 


submitted by Mr. Pinkney in behalf of the American Trucking Asso- 
ciation and by Mr. Beiser in behalf of the Automobile Haulers Asso- 
ciation. 

In order to get a little background for these amendments as to why 
they are important and as to why an organization like the American 
Trucking Association or the Association of Automobile Haulers would 
be vitally concerned, I thought that first there might be inserted in 
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the record a list of the public hearings in each of the advance rate 
cases, Lx parte 162, 166, 168, and 175. 

These sheets show the place and the time of each of the hearings 
in each of these proceedings. It does not show, of course, the number 
of hearings at each place. For example, in each of these hearings at 
Washington set down for each of these proceedings there would be 
what you might term a series of hearings. The four Commissioners 
assigned to Division 2 for these cases would hear first the carriers 
undertake to put in their general case, justifying the percentages— 
it was sometimes different percentages for different districts and 
regions and their justification for the exceptions to these general 
Increases, 

In their petitions for the general increases the petitioning carriers 
would set forth a list of except ions, sometimes hold-downs to cents per 
hundred pounds or cents per ton; sometimes different percentages for 
one commodity than for what was asked for generally. These different 
exceptions would provide considerable testimon because the com 
petitors of a commodity receiving a proposed hold-down would insist 
upon coming in and being heard, so that in Washington while the 
Division would be hearing the more general testimony, examiners 
would be conducting contemporaneously hearings on these exceptions 
or sometimes on protests of special groups. Thence again the 4 Com 
missioners on the Division would divide and sit in 4 different rooms and 
conduct 4 different hearings contemporaneously. 

In each of these—we will say 1 Commissioner in 1 instance took 
the Eastern district, another the Southern region, and another the 
Western, and so on—regional or district hearings, there would appear 
those interested in the holddowns, pro and con. 

If I may give this list of hearings to the reporter to be copied in 
at this place, Mr. Chairman, I would appreciate it. 

Senator Bricker. That will be done. 
(The document referred to follows :) 


List OF HEARINGS 


Memorandum to Commissioner Splawn. 


Ex parte No, 162.—The original—or interim—hearing was held in Washington, 
May 6 to 10, 1946; 51 witnesses appeared, and 100 verified statements were 
received in evidence, The oral argument was held May 11 to 13, 1946. 

Further hearings were held at Chicago, Ill, July 22 to August 1, inclusive; 
at Buffalo, N. Y., August 5 to 7, inclusive; at Atlanta, Ga., August 8 to 10, 
inclusive; at Houston, Tex., August 12 to 15, inclusive; at Salt Lake City, Utah, 
August 12 to 15, inclusive; and at Washington, September 17 to 20, inclusive. 
At the further hearings 316 witnesses were examined, and 116 verified statements 
were received in evidence. The oral argument was held at Washington, September 
23 to 28, 1946. The parties were permitted thereafter to file briefs. The pro- 
ceedings were submitted on October 25, 1946, and decided December 5, 1946, 266 
ICC 5387. 

Ex parte No. 166.—The hearing for interim relief was held in Washington on 
September 9 to 18, inclusive, 1947. Oral argument was heard September 18 and 
19, 1947. The decision granting interim relief was on October 6, 1947, 269 ICC 33. 

After the interim increases had become effective, further hearings were held 
at Chicago, Ill., November 3, 1947, to November 13, 1947; at Boston, Mass. ; 
Montgomery, Ala.; Salt Lake City, Utah; Los Angeles, Calif.; Portland, Oreg. ; 
and Fort Worth, Tex. Hearings were resumed in Washington on December §, 
1947, and concluded December 13, 1947. 

Oral argument was heard from December 15 to 20, inclusive. Several hundred 
verified statements were received in evidence. Briefs were also filed. The pro- 
ceeding was submitted on December 20, 1947, and decided December 29, 1947, 
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granting further interim increases, 270 I. C. C. 81. On April 13, 1948, 270 I. C. C. 
95, the Commission authorized further increases, but held the record in the pro- 
ceeding open. <A further and final report was made on July 27, 1948, 270 1. C. C 
405. During the course of the hearings 473 witnesses were heard and 286 
verified statements were received in evidence. On oral argument 102 counsel 
were heard and the Commission received 112 written arguments. The record of 
testimony comprises 12,513 pages and the argument 1,330 pages 

Ex Parte No. 168.—The hearing on the interim increase was held in Wash- 
ington beginning on November 30 and ending on December 7, followed by oral 
argument on December 8-10, 1948. By special rule numerous memoranda sup- 
plementing oral argument or in lieu thereof were received. Interim increases 
were granted on December 29, 1948, 272 I. C. C. 695. Further hearings were held 
at which several hundred witnesses were heard, numerous verified statements 
received in evidence, and many Comprehensive exhibits presented at hearings 
held in Washington, D. C., Chicago, Ill., Montgomery, Ala., San Francisco, Calif., 
Salt Lake City, Utah, and Oklahoma City, Okla. Many parts of the record in 
Ex Parte No. 166 were received by stipulation. Many briefs were filed and the 
oral argument before the entire Commission lasted a full week. The case was 
submitted on May 21, 1949, and the decision on the final increases was on 
August 2, 1949, 276 I. C. C. 9 

hae Parte No. 175.—The hearing on the interim increases was held in Wash- 
ington, D. C., February 19 to 23, 1951. Oral argument was heard February 27-28 
and March 1, 1951. The case was submitted March 1, 1951, and the decision 
granting interim increases was on March 12, 1951, 280 I. C. C. 179. 

Further hearings were held in Washington, D. C., May 14 to 22, 1951; in Port- 
land, Oreg., June 5 to 9, 1951; in Salt Lake City, Utah, June 11 to 14, 1951; in 
Chicago, IL, June 11 to 13, 1951; in Washington, D. C., June 18 to 29, 1951. Oral 
argument was heard July 9 to 13, 1951. The case was submitted on July 13, 
1951, and the decision granting general increases was on August 2, 1951. 

Upon second further hearing and reconsideration hearings were held in Wash- 
ington, D. C., on January 14 to 24,1952. Further hearings in Ws: sshington, D. C., 
were held February 18 to 24, 1952. Oral argument was heard February 25 to 29, 
1952. The case was submitted on February 29, 1952, and further " genet ral 
increases were granted on April 11, 1952, 284 I. C. C. 589. 

Respectfully, 
MYRON Wirtters, Examiner. 

Mr. Sptawn. I have another comparison, Mr. Chairman, which is 
x comparison of the applications and of the authorizations by the 
Commission after the hearings. There are a great many exceptions 
listed. For example, in section A are set out the exceptions which 
the Commission authorized to the general increases in 162. In section 
B, are the exceptions which the Commission authorized to the general 
increases in 166. In section C are the exceptions which the Commis- 
sion authorized to the general increases in 168. In section D are the 
exc eptions which the Commission authorized to the general increases 
in 175. I will not trouble you at this time to read all these exe eptions, 
but I believe in section B which lists the exe eptions authorized in 
166 you will find set out the entire list as authorized and the note 
referring to the appendix in 166 which copies the exceptions requested 
by the carriers. Those petitions have been stored away and I could 
not locate the petition of the carriers I wanted to bring you in which 
they appended the list of the exceptions. In looking at this document, 
I think you will be impressed by the great number and variety of ex- 
ceptions requested by the carriers in their petition and the variety 
and number authorized by the Commission in the final order by the 
Commission. If that explanation is sufficient to indicate what this 
compilation is, I will ask that it be made a part of the record. 

Senator Bricker. It will be made a part of the record. 
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(The document referred to follows:) 


COMPARISON OF GENERAL INCREASES IN RAIL FREIGHT RATES AND CHARGES, 1946 
52, AS Proposep ny RAIL CARRIERS AND AS AUTHORIZED BY THE INTERSTATE 
COMMERCE COMMISSION IN SecTiIon (A), Ex Parte No. 162; Section (B), Ex 


ParTE No. 166; Section (C), Ex Parte No. 168; Section (D) Ex PARTE No. 175 


Ex Parte No. 162 


Increased railway rates, fares, and charges, 1946—266 I, C. C. 537 (effective 
July 1, 1946) 


Authorized increase 





Carriers’ proposal 
Percentage Maximum 
Cents per 
All freight rate ind charges, except 100 pounds 
i r ed below 25 percent 20 
M ture miscellaneous, class rates 
rate ) han-carload and an; 
‘ } 
Within official territory 25 
W itl nd between other territories 20 
Between official and other territories 22.5 
Gt i ot! raw products of agriculture 
t exceptio } 
Cotto bale Maximum 10 cents 15 210 
Citru iit ther fruits and vegetables 3 ! 
Ar 1 produ 5 
Ar lor poul feed (when included in 
{ icles taking grain, grain products 
or byy ct ind starch 
\\ ] 20 
Coal ( ept lignite) and eoke per ton Various 
\\ eb e rat $1 or less do , cent 
Vi i ri $1 to $2.2. lo 2 28 cents 
Wh rate over $2.25 do 34 cents 
( t lg of the increases 
above 
I but ! e on rates to or har 12 cents 4 12 cents 4 
Ipp. ke ports 
‘ a i ae snd concentra 12 cents 4 
(ys i ‘li 
Flux 
Stone, broken, grour or crushed 
Furnac Various 15 cents 4 
Agricultural or ground limestone | 
Cinder | 
Raw dol t } 
In ope 
Petrol cru | 
Pt : ;Maximum 6 cents 6 
lar, co n b.t 
In tank 
Sal 6 
Phosphate rock, per ton 0 
ulfur 2 
Industrial sand, per tor 40 cents 30 
Clay or kao kyanite ore | 
6 
It cake, so sulfate j 
Raw lomit \ 
Bituminous It rock | 
Asphaltic limestor 
Asphaltic-coated rock 
oer Various amounts per i‘ 30 
iravel . 
Crude gypsu ind psum rock aa 
Perlite rock 
Phosphati ul ind clay 
Ground or pul ized limestone 
In i | rs 


Except as otherwise stated 


Ap lied to the lowest rate with the highest carload minimum weight, and the resulting increase applied 
totl ther rates between the same points 
Increases are in cents per net ton and per gross ton, respectively, as rated. 
§ Per tor I rr net, as rated 


Subject to restoration of differential, water rates under rail rates, as of June 30, 1946, 
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Increased railway rates, fares, and charges, 1946—266 I. OC. C. 537 (effective 
July 1, 1946)—Continued 











Authorized increase 
Carriers’ proposal . 
I Maximum 
Cents per 
i ds 
poles, and piling } 
lies, railroad | 
Lumber and articles taking lumber rates Maximu ts ex 10 
Box, crate, and cooperage material t 1 é vit 
Veneer and built-up wood terisk 
*Building woodwork (millwork 
Wood pu per, and 
Petroleun oleum products, in tank Maxi ( 6 
cal 
Vevetable « } 
Vegetabl is, n b | 
Lard and lard « {Ma i2 
Lard, tr f 
Lard su t I 
Fish oil } 
Sugar, beet ( la ( 10 
scrap ) md rap j 
Iron, pig.- 
Iron aud ste rate it lass ine 


l ul tee] f I 
I uN t \ } 
\ ( 849 
I y 
( L I 6 
Lime \ ¢ 
‘Plast ; AB. i : | 
Bric i produc ¥ con t 30 
‘ b! Ch 
Fertilizers, n. o lud Y ) 
o 
Diatomaceous or infusorial earti } 
Canned food products, Oo 13 
Citrus fruits, and other trults and vegetable \ ll 13 
Not to ¢€ r $2 1 I 
8 N Ltt ePxvcet > 40 I t 
8 Firebr } ther r tor clay rodu é ent 1 , 
1 Pe t 
Not! Various increase authorized for switching and ot miscellaneous s¢ ‘ 
Ex PARTE No, 166 
Increased freight rates, 1947 270 I. C. C. 403 (effective Aug. 21, 1948) 
All basic freight rates and charges, except as provided bel u be ju eased 1 maximur until 
further order 
rt increase 
( é 
Percentaze ! Maximum 
Ce $ De KH 
Finding 1 pounds 
Within eastern territory $1 percent is 
Within southern territory 1 yx t 
Within zone | of western trunkline territory 
Within western territory other than zone | of western 1 2 
trunkline territory. 
Interterritorially between southern and western territoric 41 perce 2 
and between those territories on the one hand and 
eastern territory on the other 
; et 
Between western territory, other than zone 1 of wester percent 22 | = 


trunkline territory, and zone 1 of western trunkline 
territory. | 


Footnotes on p. 188. 


33345—53——13 
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Increased 
[Au 


freioht 


I l 
hat er ‘ ‘ 
phat 

Stone, brok ‘ 

} 
mater 


Or i co 
re, ¢ 
I i 
© it 
} ( t 
\ 
4 Within ¢ t ter 
SA i the i 
tt 
fol by t 
mn 
ar t i 





NDMENT TO 


rates, 


ul ( imilar covering ; 3 
in Im, copper, lead, and zine 
re, ilmenite ores, and concentrat 
1% * 
3 
tad 
ithern and western territory | 
' 
: 
' 
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1947 B70. f°, (effective Aug. 21,1948) Con 





except pr led below, may be justly increased as a maximum until 
¢ ‘ v 
Authorized increase 
Carriers 
p i 
Percentage ! Maximum 
idk lt ecif me es 0 
1 ur ¢ i 1 Cents pe 0 
pounds 
! roduct ind ke 
49 
ll 
f ' ld ‘ r fro 
fru ld pack froz { 99 
22 
s, kumquat 1 ( 
20 
old pac ’ froze! ») 
le nor medicinal “0 
20 * 
20 
oured iding wool toy 0 
8 
oke 0 2 
t tes 6 10 l 
| ts I adaA 
( } nd by b points o1 
Wir \I ; 
f I}lin 
f tern Ke ( 
1 \ ng cha 
eN Atlant rts, H | 
_ ' bevor 
nd New 
( et ll rt 
err ly cee 20) « ( 
lr ed) o Yi l eT 
\% 
20 1% 
é th: ire ( tail coal or 
irnace, not including ground 
‘ ide bulk en-to] ! 1% 
ot otherwise specified this 
round or pulver 1 1 OF 
e ladi not protected by tar 
1% 
ypen cars with the lading protected 
lar coverit ) 3 
} 
ull 
3 
( 
ules; gypsum, unburne erazZzo 
| or mussel, whole, t r 





specific commodities are 


roposal, for et forth in appendix I, 270 I, C. C: 464, 


shown in report 
*oal or coke is transported by water preceded and 
»t being subiect to our jurisdiction, thea 


tors subject to our jurisdiction shall be considered as the rate 


set forth in this item (detail 





rcregate 


to be increased 




















Increased freight rate 
[All ba frei id et 
J hat ( ¢ 
B p 1 
ky te , dol ‘ ‘ 
burr pstor t | 
ified in thi 
i la ‘ 
nd 
t t } i 
i r Me . 
coo 
l woodwork i 
‘ 1 ‘ kK 
i \ 
t rd 
it a 
ndu 
Nulldl cor 
Cc crete 
Cla ( I ¢ j 
( } é r eartl f 
Re ( 
Lime 
Plaster ucco or W 
Ce 
A I t 
Bu i} 
Pr leu wrod 
Pi k 
Tar-d nzol ‘ ti 
A ra ; ins ; 
Iron eel artic I l 
Ir i l, 
Iror teel scrap ticle 
N pik and 
Pi 
Rail d railway track v I 
Tin or terne pla ( i 
Trucks without ) ” ’ 
rruck frames, railw loc 
Vire, iron or steel, ) 
Knocke cloW l ri 
( eel tank ¢ ’ 
Roof jing, or sheath 
4 j DD t ( 
Alumi cop nd 
n f ! I ! 
fied t 9 B 
Sugar 
Siru iin, unmixed 
W oodpulp 
Cotton li r pulp 
Cottonse t ha pulp 
Excelsior vod, t 1 X 
Salt cak vl ilfat 
Fertilizer and ier ater 
Scrap p S ton li 
lacture pack wipil “ 
Protect sory 1 
Vharfage or handling cha 
Lotn Atlantic ag G 
i i wre at low ke p 
t t i ’ h 
H iit ro Ir ul tr ” 
Ra and char wr the swi 
Ww easter! i 
it ried vw ) w Ty 
I sed 18 percer provided 
car s are likewise in 


*Withir 


ea 


tern territory 





sé 
te 
l 
k 
I 
} 
Li, ¢ 











Increased freight rates, 1948 


AMENDMENT 


pt as otherwise i 
te 
t 
} 
j +) 
1 
( er 1 
f, 
‘ fort 
t i 
0 { e yr 
I 
king lu 
one 
it 
) 61. ¢ 
t 
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Ex PARTE No. 168 


»vided, all basi ight 
tua e I of western 
1 
horive ) ‘ 
Si er 


COMMERCE 


Carrier 
propos 


il 


ACT 


276 1.0.0.9 (effective Sept. 1, 1949) 


Authorized increase 
Percentag 


e' Maximum ? 


Cents per 100 


pound! 


5 
39 


18 


” 
20 


6 
6 
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Ex Parte No. 175 


Increased freight rates, 1951—284 I. C. C. 589 (effective May 2, 1952, except on 
grain, grain product r 


I 
I 
nA 12 
I 
I 12 
Bi 14 
t x \ 
I 5 10 
Ca 1 or rved I t I 12 
x \ 
Phos} ‘ 
I I 60 
Salt per 
M uria f potash | 
N I t | 
Su e of pot 100 
Ce ) 12 
(ir | ( I i 
Coal ept lignite), and coke 12 #40 
Pe + 
Pe t 
Coa to Nor Atlantic por ‘ nt be 3.20 
ir f 1} M 
r py 
I 
Pe os 
I 7 Ut S - 
Coal t | + vin na Altor an 1 f r t én 316 
bevond | ' ' t \ f 
Thi x I 
Tot 
Pe t 
( 20 
‘ 2 
; | 
| 
r i 
8] f 
| 
= ! 
Ir 
A‘ 
fin 
eS) 4 A r 
7E ) 
3 Per 


Mr. Sptawn. These exceptions sought and authorized create a situ- 
ation toward which the amendments offered by the American Truck- 
ing Association and the Automobile Haulers Association are directed. 

You have, I believe, Mr. Chairman, a copy of some comments on 
these amendments offered by Mr. Pinkney and Mr. Beiser, counsel for 
the groups mentioned. At the beginning of the statement is a quota- 
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tion of a part of Mr. Pinkney’s proposed draft as he tentatively dic 
tated it over the telephone. I think you have perhaps a more extended 


' tor Bricker. I th nk t] » draft that | read into the record is the 
raft t was submitted. 

Mr. Spunawn. Very well. What Mr. Pinkney has presented on be 
if of the American Trucking Association, as I understand it, is 
iat the carriers append to their petitions for increases these interim 
reases which would be authorized if you enact S. 1461, and that the 
irriers set out in detail the exceptions and then whatever 


except oO! are authorized at the end of the period, the statutory 
eriod, % ould be publi hy d. The carriers would be required to pub- 
| them as authorized. That is, oe would not get authority to in- 
rease ne commodity in the general increase which would apply 
to all commodities except the iden ns and the ex epted ones, and 


when they filed their master tariff find that on some commodity 
or commod ties they had not taken the increase or had not taken all 
of it. As I understood the statement of Mr. Pinkney, it was to the 
effect that there had been a few instances where in the master tariff the 
rail carriers if er obtaining pe rmission to file the tariffs, which is all 
that our order amounts to, carrying increases above the maximum 
reasonable rates in a few instances when they published their master 

iffs did not take the increase on certain commodities and they had 
not listed those commodities in their exce ptions. 

Senator BrRICKER. They can do that now under a general rate 
cre 

Mr. Sptawn. Under a general rate increase you mean they can omit 
them ? 

Senator Bricker. Yes. 

Mr. Spnawn. They have, according to Mr. Pinkney. That is what 
ie is directing this amendment toward. to prevent that practice spread- 
ing and growing. 

Senator Bricker. That would prevent that practice from applying 
to these increases which are made posible under S. 1461. 

Mr. Sptawn. That is right 

Senator Bricker. Which they now carry out under a general rate 
increase order. 

Mr. Sprawn. That is right. That is, on S. 1461, if they got an in- 
crease of LO percent or fileda an applic ation <4 1 hnerease LO percent across 
the board and then when they published their master tariff they did 
not take that on something, under Mr. Pinkney’s amendment that 
omission would be unlawful. 

Senator Bricker. In other words, they would have to file all ex- 
ceptions and all rates, specific and otherwise, when they filed their 
tariff. 

Mr. Sptawn. In accordance with the order of the Commission. We 
have some comments undertaking to set out what we understand by 
these two amendments. This is rather brief and I understand we have 
a hundred copies. I will follow your wishes, Mr. Chairman, about 
this hen o read into the record. In justice to Mr. Pinkney and Mr. 
Beiser and their organizations, this being a brief comment in behalf 
of the Interstate Commerce Commission, perhaps you would like to 
have it read into the record. 


} 
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Senator Bricker. It might be well, or we can include it in the ree- 
ord, putting it in as submitted here 

Mr. Sptawn. Very well. I offer these comments on behalf of the 
Interstate Commerce ( ommission. 

Senator Bricker. They will be made a part of the record. Do I 
understand this is the judeme nt of all the members of the Commission ? 

Mr. Sptawn. The committtee on legislation circulated this docu 
ment to the entire Commission. 

Senator Bri KER, They did not take a vote on It or inything like 
that ? 

Mr. Sptawn. We asked for comments and protests and there was no 
cissent. 

Senator Bricker. No response ? 

Mr. SPLAWN. No resonse exc pt some who said leave it to the com- 
mittee. 

Senator Bricker. Who are the members of the legislative com- 
mittee ? 

Mr. Sptawn. Commissioner Mahaffie and I were the o 
ent and we are the ones who submitted it. 

Senator Bricker. They will be made a part of the record. 

(The document referred to foll IWS?) 


lv two pres 


S. 1461 


The amendment suggested by Mr. Pinkney would provide that a petition for 
a general increase shall include or be accompanied by an exhibit showing in 
detail any exceptions to the uniform application of the proposed increase; that 
the Commission shall authorize such exceptions as are justified: and that ‘The 
carriers may thereafter make the authorized interim increases (with authorized 
exceptions but none other).” 

The main purpose of this amendment seems to be to require uniform interim 
increases on all of the petitioners’ freight traffic subject only to the exceptional 
situations noted in the petition The Commission would be empowered to author- 
ize “such exceptions to the uniform application of such increases as, in the 


Commission’s opinion, are justified.” The term “such exceptions” in the clause 


just quoted presumably refers to such exceptions as the Commission finds justi- 
fied, and not to the exceptions detailed in the petition Obviously the Commis- 
sion’s power to iuthorize or require departures from the general basis should 
not be limited to a consideration of the exceptions proposed initially by the 
petitioners 

The requirement that the petition show in detail any exceptions to the uniform 
application of the proposed increase means, as we understand it, that the petition- 


ing carriers would be required to justify any variations in the level of the in- 
creases (stated percentage figure for eXample) as between differ t stations or 
different rate territories, as weil as between different kinds or ses of traffic, 

The practical effect of this amendment would he to require petitioners to justify 
any exceptions from the general basis before the interim adjustment is estab 


lished initially, especially when objections to any such exceptions are filed with 
the Commission. Thereafter, any proposal to modify either the general basis in 


particular situations, or the exceptions, would be subject to investigation and 
suspension under section 15 (7) of the act 

The amendment proposed by Mr. Beiser, in effect, is substantially the same as 
the Pinkney amendment with this important exceptio1 lt would not permit any 
exceptions whatever to the uniform application of the proposed increase. The 
Beiser amendment would require that any proposed increase be applied to all 
kinds and classes of freight traffic “so that each kind and class will bear its pro 
portionate share of the increase * *” This would seem to mean that if 


percentage increase is proposed or authorized, precisely the same percentage in- 
crease must be made on all kinds and classes of freight traffic 
The practical effect of the Beiser amendment would be to limit the granting of 


interim increases to cases in which the proposed or authorized general increase 
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was uniformly applied. If such increases were made, any proposal to remove 
them in whole or in part would of course be subject to suspension and investi- 
zatior 

Experience in general rate increase proceedings has fully demonstrated the 
need for some exce ptions or maximum hold downs in particular situations for a 
variety of reasons. For example, to avoid harmful disturbance of lawful and 


long-established rate relations; to prevent the diversion of given traflic to com- 
peting transport agencies, including especially shipper-owned facilities; and to 
prevent the suppression or elimination of low-grade traffic or goods moving from 
distant producing areas to important consuming centers. 

As between these 2 proposed amendments, the 1 suggested by Mr. Pinkney 
is more flexible and, in practice, would result in a greater degree of equality 
of treatment for all concerned It is to be preferred if this general idea is in 
corporated in the bill. 

fr. Spnawn. Commissioner Cross is a member of this committee 
but he is out of the « Ity. 


Senator Bricker. As I understand it. Commissioner, if either one of 
these amendments are adopted, it would freeze the interim rates or the 
increased rates with all exceptions and they could not be changed 
any way by the carriers after the rates were put into effect. 

Mr. Sprawn. Oh, no. Nothing is frozen. After they file their 
master tariff they can begin immediately to file exceptions as they 
want to 

As Chairman of the Ohio Commission you will remember about how 
they filed tariffs and then later modified them. 

Senator Bricker. There would be no change, in your judgment, by 
these amendments, of that authority ? 

Mr. Setawn. These amendments would not, as I understand it, 
freeze that part of the procedure, The carriers could file tariffs after 
the effective date of the increases, taking off a part or all of the in- 
creases, but those would be filed subject to the statute and subject to 
protest and suspension. Maybe that is where the word “freeze” crept 
in. Perhaps someone regards it as a freeze, request suspension if 
there is opportunity to protest an investigation. Of course, the funda- 
mental thing, as you well understand, Mr. Chairman, in the Interstate 
Commerce Act is that the charges and practices of interstate common 
carriers subject to the act shall be just and reasonable. That they 
should be reasonable evolved as a common-law rule. It was the law of 
the land before the Interstate Commerce Act was ever enacted. Rea- 
sonable rates could be sought in the courts of the land. When Congress 
moved in to occupy this field, the word “just” was also added. ‘This 
Senate committee insisted that there be created an administrative body 
to handle those matters instead of leaving them to the judicial process 
and to the courts. As you recall, there was quite a controversy over 
that. The House committee insisted in their bill that the courts, the 
Federal courts, could handle these rate cases and the chairman of this 
committee, like yourself, had been Governor of a State and, like your- 
self, he had had intimate and official contact in his State with the regu- 
lation of the charges of intrastate carriers. Of course, in those days 
they regulated all the rates within the State, whether it was State or 
interstate, in some States, because C ongress had not yet occupied the 
field so far as interstate regulation was concerned. So in that con- 
troversy this committee won out and had the Interstate Commerce 
Commission set up to act as an administrative body and the Congress 
and the courts have worked out the rules. 
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One of the fundamentals in the law of our land is that there be due 
process and, of course, an administrative body, as has been created in 
the Interstate Commerce Act, cannot be final. Its orders are subject 
to review and appeals are made to the courts for injunctions. You 
have facilitated these court procedures and in an amendment to the 
appropriation bill back in October 1913, I think it was, you provided 
for the 3-judge court. I would say about a year’s time is saved, 
on an average, in these appeals to and through the 3-judge courts. 
The very purpose of setting up the Interstate Commerce Commission 
was to save time, to facilitate and expedite the proceedings, to get an 
answer to these questions within a reasonable time. You have made 
such important amendments as the 3-judge court and you have en- 
couraged the Commission in putting out rules and regulations to 
shorten up the proceedings. 

In Lx parte 162 the petition was filed in the middle of April 1946, 
after a sort of recession began to be threatened. Our economy 
was in a sort of confused state in its transition from war, as we 
thought, back to an era of peace. Controls were being taken off. 
There was a great backlog of demand for goods. Many series E 
bonds and enforced savings were ready to be spent when goods could 
be had. The various inflationary pressures with which you are quite 
familiar were beginning to operate. The carriers came in in April 
of 1946 and asked for an increase. 

We numbered that application 162, combining it with another pro- 
ceeding, 148, which had occurred at the beginning of the war. Those 
increases allowed in 148 had been taken off because traffe increased so 
tremendously and earnings came up to the highest in history. So, 148 
was put back as an ad interim. 

Hearings were held in 162 and the matter finally disposed of and an 
increase which averaged 17 percent for the whole country was author- 
ized, but that was not a standard increase. The increase was different 
in many regions and there were a great many holddowns. 

Mr. Chairman, that proceeding came to the country as a sort of 
shock as a result of the inflationary forces. It took some time for the 
shippers of the country to realize what had happened. Those hearings 
were insisted upon. There were a great many more hearings in much 
more detail in 162 than in the later similar proceedings. 

During the course of those hearings in /'x parte 162, the shippers 
came to better understand each other’s problems and particularly the 
problems of the carriers. 

As a result, this very substantial increase was authorized. At that 
time it looked very substantial. I think I hear a sort of smile or 
chuckle behind me, that that 17 percent was substantial, but you see, 
this is 7 years later and a great deal has happened during those 7 years, 
so much that the railroads found it necessary to come back several 
times. 

In the midst of these hearings, they decided they had not asked for 
enough to begin with and they modified their petition. In 166, we 
got out some rules improving upon the ones we had in 162 to expedite 
and they did expedite. 

In 168 we had more experience. We found that some were inclined 
to repeat the same testimony about the same issues we had heard about 
and passed upon. We began to encourage verified statements, asking 
counsel to get together. 
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If a hundred so ap peared at a hearing, they could not all 
cross-examine a witness. We insisted at they dee ide upon who was 
to cross-examine aw witness in be half { all of them. That is an 
illustration. 

By the time we got to 175, the rules were further modified and we 


. ! 
authorized the first interim incren ein do days. This was the result 
of the education of the country throug! th s series ol hearings of 
| } } 
Shippel and carriers alike, 


After these hearings were all over the carriers had obtained these 


average. That increase is much more in the East than in some other 


j 
| 


parts oT the country and much 1 re on some commodities than on 


very substantial increases, averaging 77 or 78 percent as a general 


other commodities, and that is what these amendments are about. 

In these proceedings, if there is a statement about what the railroad 
is going to do in their petitions, everybody then knows. 

But, as Mr. Pinkney and Mr. Beiser point out, if the way is open for 
them to conceal some increase, though as they explain it might be 
inadvertent, and they did not !.now about it in time, or something, 
then they could do like they have done on hundreds and hundreds ot 
items. They can file a tariff to take it off. They have been very 


. ’ 1 1 ‘ ‘ 
successful in getting these change hey have had a Tew stout con 
1 er j 1 7 , 
fests, son hae the declar: ition Of policv: some sharp halleng@es is 


to the lawfulness of the reduction. 

That is basie. Ty he law requires that these rates and charges be 7 just 
and reasonable and you have defined that in section 2, that the re shoul | 
be no unjust discrimination between individuals, and in section 3, no 
undue preference or prejudice to any Sroups, regions, and the hke. 

You have your long and short | wl clause. These carriers are very 
expert in complying with the regulations. They have been in other 
days, instrumental, some of them have, in appearing before this com- 
mittee with convincing arguments that the statute should be changed 
to require the carriers to file their rates and charges on statutory 
notices subject to protest and possible suspension and investigation. 

The law of the land imposes on the carriers the obligation to do that, 
to initiate the rates and the changes they may want. Any shipper 


who thinks that a charge is unlawful may file a complaint, as you 
know. They sometimes succeed and know what they are talking 
about. ‘They prove that something that has crept into the tariff is 
unlawful. They obtain damages for past application of those tariffs 
after they have he found to be unreasonable 

With the law as it is and as it has been through these years, with 
all these efforts to expedite, which have been successtul, we come up 
to an exceptional era in a period of emergency and inflation and prices 
and expenses are spiraling. 

Under the law and under the procedure. Mr. Chairman. the rail- 
roads were quite successful in getting increases. They have coined an 
ep thet and had it attached to this bill. “The time lao bill.” 
ey say if it had not been for that time lag, they would have made 
another $1 billion. What induces that speculations If they could 
not get the $1 billion in that time. which they sav was unnecessary, if 
they could not prove it in that length of time, with all the trials and 
arguments, how do they expect to prove it in 60 days? 

Surely they are not asking in S. 1461 to be turned loose and to let 

will of the carriers be the law of the land, to let the rate filed as 
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the one desired, and increase over all these rates that 
dicated as just and reasonable through the years 5 
permission to file the increase. 

Surely they do not expect that t be ise they tl 
money or think they « vet t noney that w n 
ean file a tariff and apply t ariff il 35 01 vbody 
or of the challenges of other « ers and of shippel 
items in that tariff that a1 nlawful 

he ea) oT ted | ! Bi 
individual bye | \ ites so that 
quet pe I \ oO 
li tw } } f ’ 

did the hh tate Ce \ eome about , 
there we too many rebat uch d minatio 
pla ! Ph teé ed est Cong cam 

a fight was made on the act and ful lawyers like 
been | g, sponsoring this bill e Su 

ti ‘ nions h ee lit \ 

\ften v had won those l n the e ts, f 
en \ ) ( itl CLS ¢ | 

} ‘ lt] Heyl t. the Mann |] 

oO t | na Va if Let. the Car Services 
1920, and the amendments that ve ¢O late) 

Noy they say ! lag?’ We wou have wott 
more e 

\ iv do ve think we did n mive it them Vv e] 
of t e to pro 1) iS¢ Lf th could not prove 
how did they expect to get it ¢ 

In our Judgment, they got what 1 of the record 
might ce ntend we are wrong, that what they 
i es : 

It Is] ropel ror them ton ce | if tent Id 
they | ve it and have very strong 7 le 
a rule « f lav h re } ist pea roup i Die ve 
Commiss sor whatever t1 t you require that 
be qu rd il. that } hy ! hat the b ( 
You i tt U! ( on Isslon \ { } 
al { ( ! \ | I Or | 
that they ll write report 

r} S ) ( ( 1 Said | t \ ~ ‘ rhe 
and alleges t U 
order he ex ted te , rt 1 ( 
repo! f the Comm ( the facts recite n | on 


Nov ~ hoy can a COMMISSIO write a report istainin 
tion of a tariff of rates. higher than what has | 
reasonable, without some facts ? 

ih , upport ; ‘ony, 1 | ‘ 
they can file their petit 0 
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We would have very ttle time to ¢! k it, m ] 

¢ . » 1 i ¢ } 
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have asked that you make the beginning of the running of that 60 
days, the filing of their justifications. 

Let their petition be completed by the filing of the justifications be- 
fore the time begins to run. In this connection may I say they have 
voluntarily undertaken to complete their petition in these general 
rate cases by filing their exceptions with their petitions, setting out 
where they do not intend to apply all of the increase asked for. 

We suggest that that practice continue, that Mr. Pinkney’s amend- 
ment seems to be quite reasonable and i . accord with proven exper- 
ience, that the yp iblish what is auth or! zed, take the increase, and that 
we should have, in this brief period of 2 months to consider the merits 
of the general increase sought, and its effect on all the rates and all 
the movements generally where there are protests, as there always 
are, and to appraise the holddowns sought. 

We should have 2 months, Mr. Chairman, before we grant an in- 
terim. 

Now, the carriers talk about that mounting up to a billion dollars in 
these five proceedings. In every one of the proceedings they brought 
to our attention that some of the wage orders were retroactive and that 
insofar as their applications for these increases were concerned, we 
should consider that such increase would become applicable after we 
publish our order. 

“We have been needing this money so long.” 

The competent Dr. Parmelee and very able associates from the dif- 
ferent railroads come in and support that, and undertake to give us 
their estimates of how much that amounts to. That is part “of the 
record, part of the evidence, part of their justification. In each case 
that was weighed and taken into consideration. 

Mr. Chairman, under these circumstances, considering this pro- 
cedure, is it not quite speculative to say that if they contd have filed 
a things without these hearings over the country, and got a de- 

‘ision within 60 days, they would have got another billion dollars? 
That is just an arithmetical calculation of a certain percentage cov- 
ering certain dates. 

Under the 60-day thing, the dates would have been very different. 
But, what was really nee 1ded would have been a question. What would 
be lawfully right to accomplish it would be another question. 

Now, carriers in talking about these little exceptions that Mr. Pink- 
ney was trying to cover in this bill, say they are inconsequential. If 
they are inconsequential and do not amount to much, then why can 
they not be taekn care of if they are forgotten and overlooked after 
the tariff is filed? 

The big increase is conseque ntis al and under these increases and 
_ ing this amazing and extraordinary period, the railroads behind 

1461 have had a most remarkable period of prosperity, compared 
nt all their history. When their economist was asked when they 
ever earned 6 percent, on whatever figure it was he was posting, he 
found in all their history 1 year, 1942, a year of phenomenal increase 
in traffic before there was so much increase in expenses, that they had 
made the 6 percent. 

Now, they say they want that every year. All right, under these 
general increases they could very nearly get it if they could get the 
business. But. when in 1951, they ran $680 million passenger deficits, 
and in 1952, $642 million in passenger deficits, when they voluntarily 
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take these increases off of many commodities and, where there is protest 

and suspension in very important instances, as in taking the increas sed 
rates off of steel product ts they justified the reduction or the removal. 
When those voluntary take- offs are deducted. They talk about com- 
petition, they are up against competition. 

They say they were once rated as monopolistic. 

The old competition between railroads was very similar to this lat- 
ter-day competition between different agencies. 

When the Interstate Commerce Act was written on the statutes it 
was directed toward this cutthroat competition between the railroads. 

In 1920 there was a constructive effort to try to balance that out, to 
prevent cutthroat competition, to have competition between a limited 
number of systems. 

You will recall all that movement back in the twenti The effort 
at recapture of earnings above the fair return on e' aluati ion was under- 
taken to promote reasonable competition and to keep the rates from 
getting below the minimum of reasonableness. 

In the last 15 or 20 years there have grown up, in this country, re- 
markable competitors. The motor carriers have grown in an amaz- 
ing way. 

One of the witnesses for the carriers the other day pointed out to 
you how much the rate of wages per hour from $0.74 to $1.70 cents 
amounted to percentagewise; how much percentage increase in 
materials. 

Well, in 1939 all railroads earned a little over $4 billion. It is now 
up to about $10 billion, about two and one-half times as much. 

This percentagewise increase in the money income of a railroad 
compares very favorably with the increase in the money income of 
their employees or of those who sell them supplies, as represented by 
increases in wages and increases in prices. 

The railroads have gone from $4 billion to about two and one-half 
times that much. How about the motor carriers of property? They 
earned about $880 million in 1939. That was about doubled by 1946. 
In 1951 over $4 billion was the amount. Last year it was still higher. 

The first thing we know, it will pass more than half what the rail- 
roads are earning. The railroads in 1946 were getting well over 60 
percent, about two- thirds of the revenue of all carriers. They are 
down now to 56 or 57 percent of the total. That passenger deficit, how 
is that explained? Look at the buses; look at the private cars; look 
particularly at the 10 billion passenger-miles in the air. 

It was a billion in 1939. It was about 5 billion in 1946. It was 10 
billion in 1951, and still higher in 1952. 

Yes, there are competitors, but still the railroads in 1951 had 655 
billion ton-miles, whereas all carriers in 1939 had only 527 billion. 

The volume of traffic has tremendously increased. In ordinary 
times that growth, if there had been no other agencies at ali except the 
railroads, from ; 338 billion in 1939 to 655 billion in 1951, would have 
been regarded a most amazing performance. 

We must remember that ton-miles carried by trucks went up in that 
time from 44 to 133 billion, and the water carriers have doubled—rising 
from 89 billion ton-miles in 1939 to 178 billion in 1951. The pipe- 
lines more than doubled, from 55 to 152 billion ton-miles. 

All of that volume is there to fight for. They are fighting for it 
by reducing their rates within the zone of reason: ableness. If they get 
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below the zone of reasonableness, then they are subject to order to 
raise the rates. 

They are subject to order to raise their rates upon a proper showing. 
But competition for this traffic is tremendous. Now the carriers are 
properly looking forward to the day when we might level off on this 
production. We might not increase in the next 10 years in amount 
and in value as in the past 10. When there is an announcement of a 
program by a very important group that they are going to seek from 
Congress and the State legislatures about $58 billion to build high- 
ways over which heavier and faster vehicles can be operated, it must 
give these vent lemen pause 

There is continual — of the air travel, and, of course, if this 
highway program is carried out, the bus service will improve, too, and 
already it IS quite a servi ice in this country. 

So, the railroads are properly anxious to put some fat on their 
bones, to have some reserve. 

Now, the record they have made in the past few years 1s very credit- 
able. These atin who testified before you are not only good 
public-relations men put they are remarkable railway executives. You 
look at the record of their ¢ OomMmpanles and you will see how successful 
they have been in improving their ways, their equipment, and their 
organization. 

The ton-mile revenue increased only about 40 percent, as it is fre- 
quently cited, but the gross dollars have increased by 24 times. That 
is a great commentary on the progress and efliciency and management 
of these companies 

You find that same managerial genius among their competitors, too. 
The motor carriers are organizing and cutting down expenses and 
offering quicker and better and more flexible service and all that sort 
of thing, and the water carriers are going to be heard from more and 
more in the future. 

With that situation before them, they will naturally want to have 
as much reserve for any little recession—or big recession—that might 
happen to come along. What have they been doing? They have been 
pursuing a very wise course. You look at the statistics they have 
given. You will find they are putting almost one-half billion dollars 
a year in their surplus since 1946, the railroads generally. Their sur- 
plus has come up from 5 billion to, I think, over 7 billion. It is getting 
up near 8 billion. W be re did they get that surplus? Out of earnings. 

The other day a very able railroad president and one of the best 
witnesses in these advance rate cases and in these proceedings before 
you was talking about this revenue of the railroads amounting to so 
little. 

For example, he cited that the dividends they paid last year 
amounted to only 2 percent on their stock and equity. That looks 
pitiful, 2 percent, just looking at the figure alone. Two percent of 
what? Two percent of over $7 billion of stock and an equal amount 
of surplus. Where did the surplus come from? Out of earnings. 

Why that 2-percent on stock and surplus or the equivalent of 4 per- 
cent on the stock? Because the carriers have wisely elected to build 
up a surplus during those good years of heavy traffic and be ready if 
another day comes anything like what they have had to go through in 
the thirties. 
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Where are they getting this half-billion dollars a year that they are 
putting into this surplus? They are getting it out of earnings. In- 
stead of counting that increase in surplus as a part of the return 
on the stockholders equity in the property, this skillful witness counted 
only the dividends paid out. Of course that was only 2 percent. 

We were asked to take note of that 2 percent. In response to that, 
I asked the Director of our Bureau of Finance to look up some figures 
on this stock situation and dividend situation. 

I will not take the time to read all of this, but if I may insert the 
matter in the record, it shows, Mr. ( hairman, some of the stock 
splits that have been made. 

It also shows the price of some of the stocks in 1946, the stocks of 


some companies, and the current prices. I be! ie ve that the investor’s 
appraisal of these stocks is based on sound jud loment. They pay for 
stock, as you know, about what they hope the dividends will return 
5 or 6 percent upon. This is self expla vatory and indicates that 


from a stock point of view, the equity point of view, the investing 
public has a very good opinion of the earning power of railroads. 
That is such a contrast with what was a few years ago. 


You take the interest paid, We are told that t te! { on equip 
ment trusts 1s creeping up. All interest is creeping up. That 1s Just 
a general movement of the interest rate, I believe. But the earriers 
lave been very suecessful and they are to be commends | ror hnanecing 
so much of their diesel program and new car construction program 


with equipment trust bonds beni yy} percent or te 

Now with the interest rates increasin 
But, if they had to go to their general bonds, mortgage their general 
properties, = course the rate would at least 1 percent higher. 
Their fixed « ges how run more than { edt . the interest 
on their resi 

Dr. Parmelee, the other day, gave you a translation of returns into 
terms of the dollar, using the period from 1935 to 1939 as a base of 
100. In translating that back, it was very striking, but of course 
they are paying off these bonds in these new dollars. They pay the 
interest each year on these bonds in these new dollars. These dollars 
may not have the purchasing power of gold dollars or of dollars 15 
vears ago, but the people who have elected to try to contract themselves 
out of risk by buying bonds have to take these dollars. 

When these bonds fall due, they can be paid off in this kind 
dollars or refunded, because the rate of interest is such that it is 
just about the market rate on their floating. In view of those facts. 
Mr. Chairman, when we look at this bill as it was introduced, 
1461, for this strange new guide as to what is necessary to attract 
equity capital, these instances I have put in the record about showing 
the stock situation do not indicate they are going to try to raise much 
capital by issuing stock at any time. 

Why should they when they can get equi pment. trust bonds for 
near 3 percent? That type of standard, we fear, is merely saying, 
“Whatever you think you want, file your tariff.” 

There would be no time in which to cheek much of this fundamental 
thing as to the dollar situation, the floatation of securities and the 
like. Your present law assures them a fair return on their valuation 
for rate making purposes. It assures them rates that will give that 


iwitisa little more than three. 
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if they can get the business. But what can these eastern carriers do 
when their coal traflic is leaving their rails, being driven off by gas 
and oil? What can they do in the face of mounting terminal ex- 
penses? What can they do in competition with the motor carrier for 
the short-haul traffic? 

If they could get this traflic which their competitors are taking 
away from them, or which competitors of their customers are driving 
from them, of course, they would have their return. That, I think, 
is what you meant when you passed that law. I do not believe you 
meant to say, “If you cannot get it out of one commodity, go and 
make it up out of the others,” without hindrance. 

There are limits to what is the maximum reasonable rate. That 
cannot be determined by hard luck in losing a lucrative type of busi- 
ness. Let us take the Pocahontas region. 

This sheet gives the summary of the revenue and expenses for the 
month of March. I will not try to have that read. 

Senator Bricker. It may be made part of the record. 

(The document referred to follows:) 
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Mr. Sptrawn. Mr. Chairman I am reminded I did not ask you to 
put Mr. Boles’ statement in. 
Senator Bricker. It will be made a part of the record. 


(The document referred to follows:) 


BUREAU OF FINANCE, 
May 11, 1958. 


Memorandum to Commissioner Splawn 


For yvour cor leration in connection with S. 1461, our Securities and Reor- 
geil tiions Section has prepared, and I am transmitting herewith, a statement 
wil ‘ | tilroad stock issues since Januat 1, 1946, (1) for capital pur 

J ( ice funded debt, (8) to effect stock splits, and (4) to be dis 
tril ‘ is a stock dividend; also showing for 10 class I railroads the high and 

nl f their ce« n stock for 446) and 1Y5t 

i e St. ] s-Southwestern, wl h is not included, the roads selected 
1 il no doubt he crenn o !) crop We would 

| ‘ { ( Ww Similar statistics for all class I rail 

] “ ‘ I no Ook SO vor 
Boul s, Director 
” ket prices of ¢ mon stocks of 10 class 1 railroads 
4 1a 
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: Fo cay I replace T eff 
Date of order Name of railroad purposes funded debt stock split 
June 28,1946 | Seaboard Air Line $ 100, OOF 
Feb, 21, 1946 do sO 
Apr. 23,1946 | Chicago, Indianapolis & Louisville 8, 592, 845 
May 64,1946 | Atlantic Coast Line 823, 427 
June 28,1946 | Seaboard Air Lins 1. 524, 997 
July 12,1946 | Central RR. of Pe yivania 2, 250, 001 
Aug. 21,1946 | Minneapolis & St. Lou 450, 006 
Dec 4,1947 | St. Loui 3 sncisco 61, 859, 70 
Mar. 26,1947 | Denv ide Weste 3 ’ ( 
Apr 1,1947 | Che ) 1, 142,9 
May 28,1947 | Norfol 2 ( 
Sent. 17,1947 | New & Hartf 24, 3 
I 4, 1946 I scx 04, 84 
‘ of 47 | D le We S { 
1. 1947 ( mw 
8, 1947 f $140, 64 
) 47 i 3 ( 
Al 1s 147 t if { , 7 
17,1947 | New York, New H & 1 { 
De 2 47 ( T &! 4 7 i. 
Jar f 148 I 43, 100 
Ma 17 48 M i r 
June 17,1948 | ¢ Lol : 4 
Le $ », Rock I & I f 
6, 194 T Porific 222 ” 
lu 1948 il of Ge , i 
pt. 19 ) B ‘ er & Lak ( 
8 l & New O 
[ 2 1S Gulf, ¢ ido & i | ( 
Do } t le&S t f 
y ) ) I I } k & } 4, 800 
June 2 19 | Lel Val | r 
t. 14, 1949 & Lake Er ) 
oO ) R 4 OR 
Mir. 1 Ss } Pacifie ¢ "7 
Ang. 2 ) Bar r & Aroostook 4 0 
O>t 1 Rutland R, R 
Jirly | Atchi Topeka & § : 131, 486, 01 
s¢ 14 w York & I 36 ®. 5OO 
Ja l 95] d " 
Mar. 1 v5] Chesapeake & O 2 
ily . l Atchison, Topeka & Sar I 242, 759, 50 
t. 14,1951 New Yor Chicago & St 49, 624, 990 


Mr. Sruaw Ns You will note that the freight revenue for the month 
ot March did increase from S729 million a year ago, to ST79 million, 
or about S50 million. 


‘T he passenger revenue fell] off 914 percent from S74 million to S67 





million. The total operating revenues increased very substantially 
; 2 
about 5 percent, averaging the passenger revenue loss and the freight 





all ed, and that sheet shows sone interesting de\ elo] ments. 

Let us take operating ratios. In the eastern district, if fell from 
81, approximately, to 80. In the Pocahontas it is amazing. It is up 
nearly 70 to 75. as Treeall. Inthe South, last vear, like the Pocahontas, 
it was also 70 but it is 69 in Mareh of 1953. The West also shows a 


1 ee 


decline of nearly 2 points to 74. 


Averaging all those together, we get for the entire country there 
a decline of something less than two po nts When we look at the 


net railway operating income for March of this year as compared with 

& year ago, we find that the eastern district is up 24.7 percent. The 

Pocahontas reol nis dow n about VO percent. The south rh region 

Ss up 16.5 percent. The western district is up 34.5 percent. The 

group ot class ] railroads, 130 of them. for the month of March, was 
; 1 : : 


up 21.9 percent, but for the 5 months ending with March, it was up 


? 
i9 
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The earnings in March are up 21.9 percent over 1953. The earnings 
for the quarter ending with March are up 14.9 percent over 1952. The 
carloadings for the period ending May 2, 1953, as compared with yo 
period ending May 2, 1952, show about 300.000 less cars loaded 1 
1953 than in 1952. So, with all this competition and considering the 
size of our coun try, the immense extent of our railroads and their 
competition, is it reasonable, as Mr. Pinkney has requested, to require 
them to publish their exceptions, their general exceptions that may be 
authorized and then later take them off if they see fit subject to pro- 
test and possible investigation. We are in accord with the proposed 
amendment of Mr. Pinkney on behalf of the American Trucking As- 
ociation 


In closing, Mr. Chairman, may I offer for your consideration—you 


can decide this at your convenience a suggestion ? 
We discussed this matter of the response here in our conference. 
Commissioner Knudson agreed that he would be willing to discuss 


WW hy no bill of this kind should pass at this time, why the bill with the 
proposed amendment of the Commission, if you should report out a 
bill, should not be passed. 

As you know, in our communication which we sent down some 2 
weeks ago, the Commission recommends no legislation of this char- 
acter, 

Senator Bricker. Is that the unanimous opinion of the members 
of the Commission ? 

Mr. Spawn. Of those present. 

There were nine of us present but one of these had to leave before 
the vote was taken. 

I have been talking this morning about the implications and the 
importance of the questions that arise, and therefore the reasonable- 
ness of Mr. Pinkney’s amendment. In practical experience we think 
it has worked out about that way. The few little exceptions that 
have occurred, the carriers do not seem to think very important, and 
they can certainly lump them in with the great list of removals that 
they is file. 

I could give you a list of such removals. I can furnish that table 
to the reporter, if you have no objection. It is a table showing com- 
modities on which the carriers had voluntar ily taken off the increases 
allowed before we finally got out our last report in 2 : parte 176. 

Senator Bricker. The reporter has that and will make it a part of 
the record. 

(The documents above referred to follow :) 
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TaBLeE B.—Eazamples of rates which have been reduced by the rail carriers during 
the period Sept. 1, 1949, to Mar. 81, 1952 
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Mr. Setawn. My suggestion is that if you would like to hear dis 
cussion of why there should be no legislation, I reeommend that vou 
call Commissioner Knudson. He is out of the city this week on the 


Pacific coast. 
Senator Bricker. Was he present at your meeting ? 
Mr. Sptawn. Yes, he was. - 
That is a suggestion and I am not asking for any ruling on that or 
he iIswer att! time. If his appearance 1 desired at aly time next 
ll be available 


hairman, I believe, is all that I have to say at this time. 
xa ek , 


Phat, Mr. ¢ 


Will vou oive me | erty and Treedom 1n editing t IS, MV Oral state 


Senator Bricker. Oh, certainly. 

Mr. Spnawn. Mr. Chairman, I have here one other document I would 
like to offer. As you know, we sent down a young examiner to be an 
observer at your hearings last week. We asked him to submit his 


observatiol S. We Lot them mimeographed too late to send them 
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around to the Commission for their approval, but Commissioner 


Mahaffie and I think that he has done a good job as an observer and we 


are in accord with these observations. 


Mr. Manarrie. I have not r ad them. I have } ist seen them since I 
have been here, so I am afraid you must leave me out. 

Mr. Sptawn. Allright. We got them mimeographed this morning 
This young examiner was referred to during the course of the hear 
ings by someone as an observer sent dow) by | (Commission. I] 
would like for vou to see what his reactions are and what he suggests 
to the Commission. This would be to you very much as a proposed 


report is to the Commission. It is the independ { doment of th 


: , ; iors 
citizen o7 Massachusetts, a oradt ate ol Harvard Law sen i, who 1s 
one of our young examiners but quite a student of the Interstate Com 


merce Act and I believe that vou will be interested in these observations. 

Senator Bricker. Who was the observer ? 

Mr. Sptawn. Mr. W. J. Myskowski. 

Senator Bricker. It is more or less in the nature of an argument: 
is it not? 

Mr. Mysxowskr. It was more or less in the nature of a pt 
re port which was submitted to him but which had no O} portunity to 


osed 


be submitted to the other Commissioners due to the shortage of time. 

Senator BrIcK1 r. It will be made a part of the record for whatever 

it is worth. As I read through here it is more or less in the nature of 
? 


an argument and observation as to what the testimony was 
(The document referred to follows:) 


SOME ORSERVATIONS 
The purpose of S {61 is said to be the eliminatior f the s« alled timelag 
between the time when the carriers are fuced with increased costs and the time 
when they are authorized to increase their rates. So far as the final increases in 











these general-increase proceedings are concerned, the ll would make no sub 
stantive change in the procedure heret re followed by the Commission, except 
to require that consideration of the mil ireases be begun within 60 days after 
the interim increases are granted or are made effective and to pro le for an 
automatic refund where the increases finally authorized exceed the interim 
increases granted Che bill sets no limitation as to the time within which 
the Commission must make its decision on the final increas sO long as consid- 
eration is begun within the time specified, and we would presumably still be 
allowed to take the full time necessary to make a proper disposition. If we 
accept the contentions of supporters of the bill that e standards set out in the 
hill, in accordance with which we are to make the interim decision, are mer a 
specification or elaboration of the present provisions of the ratemaking rule, 
then the only effect of S. 1461 would be to require us to make an interim decision 
within 60 days after a petition for general increases is filed. 

Tho * sul porting this bill state that the ime he te I equire | by | Com 
mission in these general-increase proceedings has been too long Aithough this 
conclusion is concurred in my many, it has not been unanim y adopted 

S. 1461 is based on the substitute for S. 2518 suggested Mr. John §S. Bureh- 
more, representing the National Industrial Traffic League, at the hearings before 
this committee last year Although supporting sucl bill, Mr. Burchmore said 


(printed hearings, pp. 1087-1088) : 

“* * * T would have to say to anybody who asked mx “The railroads are not 
nearly so bad off as they say No. 1, this terrible timelag is nowhere near so 
terrible as it is made to appear.’ 

“So long as the Commission has the authority and responsibility of represent- 


ing the public, like the wage and price increase and the mmercial price boards 
of the Government, to consider the national economy, to consider the purposes 
of the act and so forth, so long as they have that responsibility and authority 
they must inform themselves, and if you can picture any lawsuit or any proceed 


ing in any place in the forums of the world where there has been a greater expe- 
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dition, I would like to know what it is, in the amount of evidence received pro 
and con, the intense amount of it and the importance of it and the shortness of 
time, and so this timelag has not been a dreadful thing but has represented a 
very efficient operation and functioning by the Commission in hearing the whole 
thing as promptly as possible. 

“Nevertheless, we are supporting this bill because we do think—because it 
does represent something of restoration of railroad management’s freedom and 
responsibility in pricing themselves out of the market if they think that is not 
going to be done by their proposals, freedom to meet the costs that they ex- 
perience, and on the other hand it takes off the Commission in the first instance 
the full responsibility which would probably require them to continue in the 
procedures of the past.” 

So far, at least, as the sponsor of the bill after which S. 1461 is patterned is 
concerned, the bill is not the result of any alleged administrative inefficiency on 
the part of the Interstate Commerce Commission. 

The chronology of petitions by the rail carriers for increases and the disposi- 
tion by the Commission is summarized in a table on page 8 of the letter sub- 
mitted by the chairman of the Commission to the chairman of this committee 
on April 28, 1958. That table shows that there have been 6 interim increases 
rranted in the 4 postwar ex parte proceedings. The time between the date of 
the filing of the petition or amended petition and the date of decision granting 
the interim increase is shown to average about 90 days. 

The carriers have emphasized that the time consumed in these ex parte pro- 
ceedings has created a hardship upon them. It seems only fair to state that 
these ex parte proceedings have been a hardship on the Commission as well. 
While the ex parte proceeding is being heard, argued and considered, routine 
matters and other proceedings are neglected or delayed. Several members of 
our already inadequate staff of examiners are assigned to hold side hearings in 
Washington or points throughout the country on individual commodities, while 
another group is detailed to abstract and analyze the evidence submitted. This 
necessarily results in an increase in our present large backlog of work. Bene- 
fitting from our experience in the previous ex parte proceedings, we have formu- 
lated an expedited procedure and special rules of practice which have been very 
successful in cutting down the time required in these ex parte proceedings, aid- 
ing both the carriers and the Commission. In the last two proceedings the time 
which elapsed from the date of the petition to the date of the interim decision 
was 68 days in He parte No. 168 and 55 days in Ea parte No. 175. With the 
helpful cooperation of the parties in interest, we expect to do as well in any 
future general-increase proceedings. 

If it is accepted that the only effect of S. 1461 would be to require an interim 
decision within 60 days, there would seem to be little need for the bill, since the 
Commission exceeded the 60-day limitation by only 18 days in Ea parte 168 
and was 5 days under the proposed deadline in Ea Parte No. 175. We believe 
the real effect of S. 1461 would be to impose new ratemaking standards which 
would not only be undesirable but would be extremely difficult, if not impossible, 
to comply with. Under the bill the Commission would be required to grant the 
railroads interim increases which would enable them to earn revenues sufficient 
to maintain adequate and efficient service, maintain sound credit, and attract 
equity capital. Supporters of the bill have stated that this is not a change 
from the present provisions in the ratemaking rule in section 15a (2) of the 
Interstate Commerce Act, but merely a specification or elaboration of these 
provisions. 

Section 15a (2) of the act now reads as follows: 

“(2) In the exercise of its power to prescribe just and reasonable rates the 
Commission shall give due consideration, among other factors, to the effect of 
rates on the movement of traffic by the carrier or carriers for which the rates 
are prescribed; to the need, in the public interest, of adequate and efficient rail- 
Way transportation service at the lowest cost consistent with the furnishing of 
such service; and to the need of revenues sufficient to enable the carriers, under 
honest, economical, and efficient management, to provide such service.” 

It should be noted that section 15a (2) does not set out objectives which the 
Commission shorld achieve, but merely mentions these factors which the Com- 
mission must consider, among other factors, in the exercise of its power to pre- 
scribe just and reasonable rates. This ratemaking rule strikes a happy balance 
between the needs of the carriers and the interest of the public and the shippers. 
S. 1461, on the other hand, takes the present third factor which concerns the 
needs of the carriers and adds to it the 2 new objectives which are to maintain 
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sound credit and attract equity capital. All three are stated as objectives which 


we are to meet, not factors which we are to consider, and no provision is made 








for us to give consideration to any other factors. We would evidently be unable 
to give any consideration to the public interest or the needs of the shippers 

The bill does not state whether the interim increases which we would be 
required to grant should be sufficient to enable all, a majority, an average, a few, 
or one of the carriers to attract equity capital In recent years, the carriers have 
general chosen to void exter nat ng except f quiy ‘ oblige: ms 
relying upon the latter and working capit \ s for fir cing, rather than on 
either capital stock or long-term | § rhis lit ea it least me 
carriers with no-par s pat to elling par, cou t have issued 
capital stock had they so desired Rathe the availability of cash and the ease 
with which other credit arran nent d be entered into hi ade the l 
ance of cupital stoc k with its consequent di ion of equ Ss unatt! 
Between individual roads, the fin: al condition may ry grei e to rT 
ences in effic Vy, 2 l ) 0 Vil l rt t nd other 
factors Roads which a in od financial condition could pre issue capital 
stock without any difficulty, but don’t need it, while conve ils whi eed 
it, probably could not successfully float an issue due to their poor financial 
condition 

Assuming that the Commission would be required to grant interim increases 


which would enable al 


i 
the carriers as an average to attract equity capital, the 
next question would be what earnings would be sufficient to do th ry 

railroad witness who committed himself on this point indicated that a 6 per- 
cent return on their valuation or net investment would be required. During 
the past 7 years the carriers have earned an average of about 3.5 percent on their 
net investment. In 1945, the railroads handled 67.98 percent of the total ton- 
miles of intercity traffic. Since that time, during a period of successive rate 





increases, the percentage handled by the rails has declined every year to a 
figure of 58.57 percent of the total in 1951. 

Section 15a was added to the Interstate Commerce Act by the Transportation 
Act of 1920. Paragraph (2) thereof originally read as follows 


“In the exercise of its power to prescribe just and reasonable rates the Com- 








mission shall initiate, modify, establish, or adjust such rates so that carriers 
as a whole (or as a whole in each of such rate groups or territories as the Com- 
mission may from time to time designate) will, under honest, efficient and eco- 
nomical management and reasonable expenditures for maintenance of way, 
structures and equipment, earn an aggregate annual net railway operating in 
come equal, as nearly as may be, to a fair return upon the aggregate value of 
the railway property of such carriers held for and used in the service of trans 
portation: Provided, That the Commission shall have reasonable latitude to 





modify or adjust any particular rate which it may find to be unjust or unreason- 
able, and to prescribe different rates for different portions of the country.” 
Under paragraph (3 
and make public what percentage of such aggregate property value constituted 
a fair return thereon, and such percentage was to be uniform for all rate groups 
or territories which might be designated by the Commission. By a proviso to 
paragraph (3), Congress specifically provided that the fair rate of return for 
the 2 years beginning March 1, 1920, was to be 5.5 percent, which could be in 
creased, in the Commission’s discretion, not more than .5 percent, and was so 
increased to 6 percent in Increased Rates, 1920, 58 I. Cc. C. 220. Sul sequently, a 


) of section 15a, the Commission was required to determine 








figure of 5.75 percent was fixed as a fair return upon the agg ate value of rail 
way property in Reduced Rates, 19: 7 ph (4) provided 





, 68 I. C. C. 676. 


for the determination of the aggregate value of the railway property held for 

and used in the service of transportation 
Paragraphs (5) to (18) of section 15a, the so-called recapture provisions, 
provided that one-half of any excess over 6 percent earned by any carrier was to 
be placed in a reserve fund which could be drawn on for certain purposes, and 
the other one-half was to be turned over to the Commission into a general rail- 
| need 


road contingent fund from which loans could be made to carriers in financial 
and from which equipment could be bought and leased to such carriers. 

On January 30, 1925, the Congress adopted the Hoch-Smith resolutior 
ently for the purpose of supplementing the rule of rate-making in 
15a (2). Inpertinent part, it reads as follows 

“That it is hereby declared to be the true policy in rate making to be pursued 
by the Interstate Commerce Commission in adjusting freight rates, that the 
conditions which at any given time prevail in our several industries should be 
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considered insofar as it is legally possible to do so, to the end that commodities 


may freely move 
“That the Interstate Commerce Commission is authorized and directed to 
make a thorough investigation of the rate structure of common carriers subject 


to the Interstate Commerce Act, in order to determine to what extent and in 
what manner existing rates and charges may be unjust, unreasonable, unjustiy 
discriminatory, or unduly preferential, * * and to make in accordance 
with law, such changes, adjustments, and redistribution of rates and charges 
as imay be found necessary to correct any defects so found to exist. In making 
any such change, adjustment, or redistribution the Commission shall give due 
regard, among other factors, to the general and comparative levels in market 
value of the various classes and kinds of commodities as indicated over a rea 
sonable period of years to a natural and proper development of the country as 


a whole, and to the maintenance of an adequate system of transportation. * * * 


“In view of the existing depression in agriculture, the Commission is hereby 
directed to effect with the least practicable delay such lawful changes in the 
rate structure of the country as will promote the freedom of movement by com- 


mon carriers of the products of agriculture affected by that depression, including 
livestock, at the lowest possible lawful rates compatible with the maintenance 
se ae a 


of adequate transportation service: 

It soon became apparent that section 15a could not be nracticably administered, 
The development of motor carriers, Water carriers, and pipelines made it im- 
possible to assure the railroads income which they considered necessary to afford 
them a fair return merely by increasing the general level of freight rates without 
regard to the free movement of traffic, which the Hoch-Smith resolution specifi 
cally required the Commission to consider. Many, if not most, of the rail car- 
riers failed to earn the designated rate of return, and it was soon learned that 
loans to carriers in financial need did not in most cases improve their position 
but merely increased their indebtedness. 

In 1933, therefore, upon recommendation of the Commission and others, para- 
graphs (3) to (18), inclusive, were stricken from section 15a, and paragraph (2 
was amended to read as auoted above, the words “by the carrier or carriers for 
which the rates are prescribed” having been added in 1940. 

At these hearings it has been suggested that the Commission should work out 
a schedule whereby when costs go up so much, the rates would automatically be 
allowed to go up so much. That this would be impracticable is evidenced from 
the following exchange hetween former chairman Johnson of this committee 
and the general counsel for the Association of American Railroads during the 
hearings on S. 2518 (printed hearings, p. 1030) : 

“The CHarkMAN. But Tam sure that you do not mean to infer in this testimony 
that if wages increase 144 percent, freight rates should increase 144 percent. 
That is just one of the items, one of the factors. 

“Mr. Fort. There would not necessarily be any exact relationship there. 
Nevertheless, this disparity is a very striking one. You see, railroad labor costs 
are about 50 percent of the total operating revenues. So, if you have an increase 
of 144 percent in an item that represents 50 percent of your total revenues it is a 
very significant factor to be considered. There is not a mathematical relation- 
ship, but there is a very important one, nevertheless. 

“The CHAIRMAN. That is what I meant; there is no mathematical relationship. 
It is a factor, but it is not a conclusive factor. There are a lot of other factors 
that you have to take into consideration. You would have to have a whole table 
of factors in order to prove your point. 

“Mr. Fort. That is correct. * * *” 

Ordinarily, when the Congress or a State legislature has designated a business 
as being affected with a public interest and provided for regulation thereof, it 
has done so for the purpose of preventing discrimination and similar abuses, and 
insuring that no more be charged for the service rendered than that service is 
reasonably worth. As a general rule, public utilities, because of the nature of 
their product and the monopolistic character of the company, could, without 
regulation, earn far in excess of what would be considered a fair rate of return. 
Where the legislature provides for a fair rate of return, it usually does so not 
only to prevent prescription of unduly low rates by the regulatory agency, but 
also to provide a maximum which the earnings of the company should not exceed. 

In certain public utilities, such as gas, electric, or telephone companies, it is 
comparatively easy to provide for a fixed rate of return by increasing or decreas- 
ing rates. The companies involved are territorial monopolies, the demand for 
their product is usually very stable, and, except to a small extent where a change 


ores 
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may be made to some other form of power, there is little possibility of diversion. 
Where these public utilities are concerned, an adjustment in rates will usually 
losely approximate the desired revenue results, and the rate of return, once 
determined, serves as both a minimum and a maximum 

Conditions in the field of rail transportation present a radically different pic- 
ture. The railroads do not have a monopoly in the field of transportation; the 
freight transported by railroads varies greatly in nature and value; and an 
increase in rail rates does not necessarily result in a corresponding, or even any, 
increase in revenues. 

Between any two points, a rail carrier may be competing for traffic not only 
with several other rail carriers, but with motor and/or water carriers as well. 
The hig 
Originally the act was enacted on the basis of a railroad monopoly, and although 





y competitive nature of the transportation industry is well recognized 





some of the present provisions still reflect that premise, such is no longer entirely 
the « 








the product of most public utilities, the freight transported by rail 
earriers in interstate commerce varies greatly in nature and valne, and there 
are often wide differences between the charges for transporting different com- 


modities. The freight charges for transporting a ton of coal, for example, are 


only a small fraction ef the charges for moving a ton of cigarettes between the 
same two points. The phrase “what the traffic will bear” has an actual, very 
definite meaning. This has been recognized by the railroads themselves. Many 
increases authorized in the past to rail carriers have not been taken in full, or 
at all, when it was discovered that the increased rates would divert the traffic 
to some other mode of transportation or stop the traffic from moving at all, and 
thus result in less revenues to the rail carriers. 

Prior to the last increase granted in Br parte No. 175, although we had author- 
ized increases since 1939 averaging approximately 68 percent, the average ton-mile 
revenue had increased only 40 percent. The railroads attribute this to (1) 
changes in the composition of the traffic, (2) the slowness of the States in 
permitting similar increases on intrastate traffic, and (3) their inability to main- 
tain the full increases. In competitive areas, the rails have kept the rates at a 
lower level to retain the traffic and as a consequence shippers who, because of the 
nature of the commodity in which they deal or their geographical location, have 
no freedom of choice and must rely on rail transportation have borne the brunt 
of these increases. Under S. 1461, in order to guarantee the railroads a specified 
rate of return the Commission would have to ascertain what traffic will be 
diverted, what traffic could stand no increases, and what the rails’ competitors 
would do about their own rates, and the Commission would have to learn all 
this within a 60-day period . 

During these hearings, the representatives of the railroads have cited various 
statistics to show their poor financial condition and earnings, caused by the so 


ealled timelag. One witness stressed the fact that the dividends paid by the 


railroads during the past 7 years have averaged only 2 percent of the equity 
of the stockholders. He did not mention the fact that actual earnings out of 
which dividends could have been paid during that period amounted to about 4 
percent of the equity of the stockholders. Nor did he mention the fact that 
the earned surplus of the railroads has increased by 40 percent from $4,513 
million in 1946 to $6,308 million in 1950, and now the earned surplus is almost as 
large as the total capital stock outstanding. Between 1941 and 1950, the average 
rate of earning on total capital stock was 7.66 percent. In 1951 the rate was 
8.78 percent. Another witness stated earnings in 1952 were equal to about 5.5 
percent on the total equity. This would have amounted to about 10 percent on the 
capital stock outstanding, which hardly seems inadequate 

It has also been stressed that the working capital of the railroads declined 
from $1,659 million at the end of 1945 to $679 million at the end of 1952. It was 
not mentioned the total in 1946 was far and above the amount necessary for this 
purpose. Nor was it explained that the 1946 total had reached such heights due 
to the inability of the railroads during the war years to secure allocations of 
materials for new equipment, replacements, and maintenance 

Another witness stated that gross capital expenditures by railroads totaled 
about 1.8 billion in 1952 and are expected to be about $1.2 billion in 1953. The 
total of $2.5 billion for these 2 years amounts to more than 30 percent of the 
total capital stock outstanding and more than 10 percent of the net valuation 
figure used by the Commission for ratemaking purposes. We find it very difficult 
to understand how the carriers can make capital expenditures of such magni- 


tude and still contend that their earnings and credit position are poo 

















214 AMENDMENT TO INTERSTATE COMMERCE ACT 





Proponents of the bill have cited astronomical figures, ranging up to over a 
year, to show how long it takes the Commission to make a final determination 











in these general-increase proceedings. The totals given are from the date of 
the origin etition until the date of il disposition and ignore the fact that 
in betwee there were amended petitions filed and interim increases granted 
Each amended petition has presented a new set of costs, estimates, and requests 
upon which we are to make our decisio It would have been just as accurate 
to i ex parte proceedings took years, since the first petition in Hr 
] \ (G2 was filed on April 15, 1946, and the final decision in Br parte No. 
] made ul Ap! 11, 1952 Again, it should be emphasized that 
S. 1461 would impose Oo time limitation within which we must make a final 
dis] tion, and the railroads have not suggested that the bill be amended to do so 
These general-increase proceedings are extremely complicated matters, usually 
il ving many thousands of pages of testimony, verified statements, and ex 
Not « lo we have to examine and evaluate the various data and 
‘ i ibmitted as to traffic, income, costs, capital expenditures, funds avail 
I inds required, investment, rates of return, and other pertinent material, 
to arrive at the overall picture, but we must make adjustments as to many 
ividual commodities which require special consideration This latter phase 
f the proceeding usually accounts for a majority of the time required. Although 
we have been able to make interim decisions, without having heard all of the 
pertinent evidence, within a reasonable and progressively shorter period of 
time, we do not believe that we could have made our final decisions based on all 
the evidence in any substantially shorter period of time than has been the case. 
Since the carriers have not suggested a time limitatien as to our final decision, 
the re ¢ lently of the same opinion. 
In their petition, the carriers usually specify certain traffic on which, for 


competitive or other reasons they do not wish to apply the full increases. In 
addition, after hearing the evidence of the shippers, we have usually added 
other exceptions to the list to prevent maladjustments in certain delicate rate 
tructures, to prevent disproportionate increases on competitive articles, because 
in t fic just could not bear the full percentage increases, or for similar 
reasons For the record, we are submitting an exhibit showing the percentage 
increases, exceptions, and holddowns involved in each of the four postwar gen- 
eral-increase proceedings which will give some idea of the problem involved. 

Our contention is that no legislation along the lines of S. 1461 is necessary, 
since we have already been able to meet the time limitation as to interim in- 
creases which the bill would require and should be able to do so in the future if 
we received the full cooperation of the parties involved. If this committee 
believes that specific legislation should be enacted for this purpose, we believe 
that S. 1461, as originally introduced, is inappropriate because of the changes 
in the present standards which it would make and the questions it would raise. 

In our letter of April 28, 1953, we mentioned some of the questions which 
the b raises The bill could be construed to mean that the Commission 
could not deny any interim increase, no matter how unjustified. That this 
interpret ition was accepted by at least one of the proponents of the bill who 
objected to the addition of the words “if any” as proposed in the substitute 
draft sugge sted by the Commission. As discussed pre\ iously, we believe the 
bill would provide two sets of standards, the present one to be used in con 
nection with the final increases and a new one to be used in granting interim 
increases. Under the new standards we would almost certainly have to grant 
interim increases greater than those we could possibly authorize as final in- 
creases under the present ratemaking rule. Although there is a provision for 
an automatie refund in such a situation, this would obviously require very 
detailed bookkeeping from both carriers and shippers, and would give the 
carriers an opportunity to discriminate in the matter of making or refusing 
refunds. It should also be pointed out that a shipper who, because of an ex- 
cessive rate increase, has lost his market or been forced into bankruptey during 
the interim period, will derive little satisfaction from a subsequent refund. 

In our suggested substitute draft, we added a provision which would require 
the carriers to accompnay the petition with an exhibit showing certain pertinent 
data. The data which we specified is only the minimum necessary for any sort 
of a proper disposition. We do not believe the carriers would file a petition 
without having some basis for their request, and we would merely require 
them to submit such data at the time the petition is filed, rather than at the 
subsequent hearing as has usually been done. Since the time which would be 
allowed the Commission under §S. 1461 is so short, such a provision certainly 
would not be unreasonable, 
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Mr. Sprawn. I hope that my statement this morning is not listed 
in the same category as an argument. 

Senator Bricker. I did not intend to conclude that. 

Mr. Sprawn. I thank you very much. 

May I say, Mr. Chairman, we are grateful that you have had us 
come promptly. We are anxious to get this off our minds so that we 
can turn to something else as soon as possible. 

Senator Bricker. We do want to get it out, Commissioner Splawn, 
and we will move as fast as possible. The calendar is getting a bit 
crowded. We do not want to stay all summer 

Mr. Spuawn. You have a very wonderful transportation system 
which has grown up under private enterprise. May the good Lord 
continue our freedom and the conditions under which private enter- 
prise will continue to thrive. An d may you and this committee long 
have the pP roblems that erow out ot keen competition between able and 
farseeing businessmen. 

Senator Bricker. Thank you very much. Have you anything 
further to add, Commissioner Mahaffie ? 

Mr. Manarrir. No,sir; I have nothing, thank you. 

Senator Bricker. I would like to say that, of course, our interest 
is in keeping the transport ition industry of the country in the hands 
of private business. It is, of course, strictly regulated and has been 
for three-quarters of a century. This is the first place that the big 
Government people, the Socialists, attack the fundamental industry 
of any country. We have had contrasts with those who do operate 
their railroads by the Government, and [ think our major industrial 
success In this country is based largely upon our transportation sys- 
tem. We are anxious to strengthen it and to put it in such a position 
that it can meet any situation, e ae r inflationary or deflationary, and 
be financially strong, because if it is not something will take its place. 
If Government moves into one fie ld, it is bound to move in all fields. 
It cannot sustain an oper: ition of one segment of our tr: insporti ition 
indus try as against private qonetinoe in another. 

Mr. Sprawn. I have wondered, in that connection, Mr. Chairman, 
if you will permit a final observation, if the best way to assure the 
stability and continuance of private enterprise is not to have it operate 
under law and this committee and Congress have been very careful, 
so far as interstate transportation is concerned, to limit the regula- 
tions to what was the common-law rule with ne iain nts as con- 
ditions have demonstrated are necessary. 

Senator Bricker. Thank you very much, Commissioner Splawn 
and Commissioner Mahaffie. If there is no further testimony, we have 
appreciated your being with us. This concludes the hearings, unless 
the full committee wants to hear from Commissioner Knudson. 

(Whereupon, at 11:35 a. m., the committee adjourned.) 

(The following were submitted for the record :) 

DEPARTMENT OF AGRICULTURE, 
Washington 25, D. C., May 5, 1953. 
Hon. CHARLES W. Toney, 
Chairman, Conimittee on Interstate and Foreign Commerce, 
United States Senate. 

DEAR SENATOR TosEy: By letter of March 26, 1953, you were kind enough to 
submit to the Department for comment a bill, S. 1461, to amend the Interstate 
Commerce Act, as amended, concerning requests of common carriers for increased 
transportation rates. As we understand it, the purpose of this bill is to expedite 
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regulatory action on petitions for increased rates filed by the common carrier 
transportation agencies, 

We are not opposed to any statute or regulation which will speed up the due 
process of law provided in the Interstate Commerce Act if the public interest 
is properly safeguarded We sare, however, fearful that this amendment, if 
passed, would not be in the public interest for several reasons, 

The wording of 8S. 1461 requires that the Interstate Commerce Commission shall 
find in favor of an interim increase, irrespective of the facts placed before it by 
the petitioning carriers. The Commission now has authority to grant interim 
increases when proven necessary, and it has done so several times within the past 
7 years. This bill by making an interim finding mandatory would unduly limit 
the authority of the Commission in safeguarding the public interest. 

Under the present law, the burden of proof of need for increased revenue is on 
the petitioning common carriers. This bill appears to shift that burden of proof 
to the Interstate Commerce Commission and the public. 

It would, we believe, permit unlimited “juggling” of rates and charges through 
frequent petitions for increases and interim orders granting all or some part of 
them Producers of agricultural products, as well as other producers, would be 
forced to continually reprice their products to keep up with an unstable rate 
structure 

The provision for publication of interim authorizations on “not more than 10 
days’ notice’ does not provide sufficient time to prevent serious disruptions in 
the marketing of agricultural and other products. 

The phrase “and attract equity capital” would impose upon the Interstate 
Commerce Commission an almost impossible task in determining the level of 
earnings required to meet that factor, 

For the above reasons, the Department recommends that 8. 1461 be not passed. 
If hearings on the bill are proposed, we would like to be notified and assigned time 
for oral testimony 

The Budget Bureau advises that there is no objection to the submission of 
this report 

Sincerely yours, 
E. S. Benson, Secretary. 


ASSISTANT COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, April 30, 1953 
Hon, CHARLES W. Topry, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 


My Drar Mr. CHAIRMAN: Reference is made to your letter of March 26, 1953, 
acknowledged by telephone on March 81, 1953, enclosing a copy of S. 1461, entitled 
“A bill to amend the Interstate Commerce Act, as amended, concerning requests 
of common carriers for increased transportation rates” and inviting any com- 
ment this Office might care to offer concerning this proposed legislation. 

The bill, which would permit carriers to receive, in certain circumstances, 
expedited consideration of their requests for authority to make general increases 
in their rates, fares, and charges for the transportation or persons or property 
or both, contains a proviso to the effect that as to any increased charges col- 
lected under an interim order of the Interstate Commerce Commission, entered 
pursuant to a petition for such increases, that exceed the increased charges 
authorized in the final order to be entered in such proceedings, “the carriers 
shall upon demand without further action by the Commission make refunds upon 
any shipments on which the interim increases exceed the maximum increases 
authorized in the final decision and report of the Commission.” [Italies supplied. ] 

The language of the proviso, in specifying “upon any shipments,” might be 
construed as limiting the proviso to charges for freight traffic only. However, 
passenger transportation at the expense of the Government is extensive and in 
order that the Government may secure full protection against excessive charges 
collected if the bill is enacted, it is believed that the carriers should be required 
ulso to make refund of any excess amounts paid to the carriers by the Govern- 
ment for passenger transportation as well as freight transportation. Further- 
more, the necessity for making a demand upon the carriers for refund of the 
excess increased charges for the transportation of persons and property for 
the United States will no doubt present considerable administrative difficulty 
in identifying, for demand purposes, the movements involved, especially in 
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instances in which the payments made administratively, pursuant to an interim 
order of the Commission, shall have been audited in the General Accounting 
Office before the final order establishing the maximum increases becomes effective 
Accordingly, it is suggested that consideration be given to the addition of a further 
proviso requiring the carriers to make refund to the United States, as to Gov- 
ernment traffic, without necessity for a specific demand for refund of such 
excess charges, or, in the alternative, that refund, without demand, shall be 
made for such excess not already recovered by the General Accounting Office in 
the audit of payments within 12 or 15 months following the effective date of 
the final order of the Commission prescribing the maximum increases. 
Sincerely yours, 
FRANK L. YATES, 
issistant Comptroller General of the United States 


AMERICAN RETAIL FEDERATION, 
Washington, D.C... May 11, 19538 
Hon. CHARLES W. TOBEY, 
Senate Office Building, Washington, D. C 
DEAR SENATOR ToBey: It was not possible for the transportation committee of 
the American Retail Federation to make a personal appearance before your 
committee on May 5 in opposition to Senate bill 1461. However, the enclosed 
statement has been filed for the record, and I am sending you a copy for your 
convenience, 
Very truly yours, 
PAuL M. HAWKINS, 
Secretary, Transportation Committee 


STATEMENT OF Pau M. HawkINs 


My name is Paul M. Hawkins. I am the secretary of the transportation 
committee of the American Retail Federation with offices at 1625 I Street NW., 
Washington, D. C. 

The American Retail Federation is a federation of 33 statewide retail associa- 
tions and 24 national retail trade associations, representing in all more than 
600,000 retail outlets. 

The American Retail Federation is opposed to the enactment of S. 1461. 


RETAILING’S INTEREST 


Retailing has a substantial interest in any proposal which may lead to in- 
creased transportation costs. Inbound transportation cost—that is, the cost 
of transporting goods from the supplier to the retail store—varies between 0.5 
percent to well above 2.0 percent of total sales. Thus with retail sales running 
at $164 billion per annum,’ the inward transportation costs amount to somewhere 
in the neighborhood of $2 billion annually, much of which is paid to the earriers 
who would benefit from this bill. In addition, increases in suppliers’ and manu- 
facturers’ freight costs would necessarily be reflected in the price charged to 
the retailer. This would be reflected ultimately of necessity in higher price 
levels to the consumer. 

SPECIFIC CRITICISMS 


The American Retail Federation has three specific criticisms of the bill. 

First, the bill would make a drastic change in the basic philosophy of rate- 
making. 

Disregarding the vagueness of this section, the bill implied that future rates, 
at least the interim ones, will be fixed to allow the carriers “to establish and 
maintain sound credit and attract equity capital.” This would make it man- 
datory for the Commission to set rates high enough so as to allow the earriers 
a favorable return at all times. This would mean that the rates would have 
to be set high enough so that the return would be on a comparable basis with 
the other industries, if new equity capital is to be attracted. Rates at such 
levels would be an impossible burden on the economy, even for a short time. 
The retail industry believes the present principle used by the Commission—which 
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provides as the basis of ratemaking an amount sufficient “to enable the carriers 
to provide adequate and efficient service’—to be more in the public interest. 

Second, the time allowed the Commission—60 days—to study the carriers’ 
application for increased rates before such rates would automatically become 
effective is so short that it would be impossible for the Commission to give 
adequate hearings to all affected parties. In fact it would be difficult for the 
Commission to do more than hear the carriers’ side of the case. From experience, 
this would place an impossible burden upon the Commission to make an intel- 
ligent decision under such a time restriction. Furthermore, since the petition 
is based on anticipated conditions during the next year, the rates set by the 
Commission would be of necessity the result of hurried guesswork and specula- 
tion with little or no factual basis. 

IExxperience over the years has demonstrated that where an interim increase 
is granted by the Commission, it has become a permanent increase. This has 
occurred as a result of much more deliberative consideration by the Commission 
than would be possible under the proposed bill. This is not intended to cast 
any aspersion upon the Commission, but it is a natural sequence that once an 
ction is taken there is generated an inclination to adhere to that action. 

Finally, the refund provision would entail endless complications and foster 
discrimination among shippers. 

Assuming the establishment of an interim rate as provided by this bill and a 
subsequent reduction of such rate by the Commission, fair and equitable pro- 
cedure to accomplish the refunds without the cost of such procedure destroy- 
ng the amount thereof is, in our judgment, an impracticability. 

The bill states that a refund shall be made upon application to the carrier. 
In effect this procedure would require every retailer who receives goods by car- 
rier under this provision to preserve all of his freight bills after an interim 
order increasing rates had been made, until such times as the order was either 
made final, or a lower rate prescribed. If a lower rate were fixed the retailer 
would then have to calculate the difference between the amount he had paid the 
carrier for the delivery of his merchandise, and the amount he should have paid 
if the lower rate had been in effect, and submit a bill for the difference. This 
would be an expensive and difficult task even for the largest retailers, who have 
traffic departments and who have access to, and understand how to use, rate 
books. It will be an insurmountable task for the smaller retailers who do not 
have nor can afford the facilities or the knowledge to make out their claims, 
Many of these smaller retailers would never file claims for refunds, with the 
result that the carriers would receive a windfall and benefit from rates which 
had been found to be excessive. The importance of this point is emphasized 
by the fact that the 1948 census of business shows that of the 1.7 million retail 
establishments, about 1 million had a volume of less than $100,000 year. Many 
of these million retailers would never receive the refunds due to them under the 
provisions of the bill. 

The retail industry recognizes that a serious problem faces the railroads in 
the long delays which many times occur after an application to the Commission 
for increased rates. However, the retail industry firmly believes that this prob- 
lem can best be remedied in the publie interest through improvements and 
modernization of procedures within the Commission under the present act. This 
can be accomplished without the dangers which we honestly believe will arise 
if the proposed legislation is favorably considered by the Congress. 


MemBer ASSOCIATIONS, AMERICAN RETAIL FEDERATION 


NATIONAL ASSOCIATIONS 


American National Retail Jewelers Association 
American Retail Coal Association 
Association of Credit Apparel Stores, Ine. 
Institute of Distribution, Inc. 

Limited Price Variety Stores Association, Ine. 
Mail Order Association of America 

National Appliance and Radio-TV Dealers Association 
National Association of Chain Drug Stores 

National Association of Music Merchants, Ine. 

National Association of Retail Clothiers and Furnishers 
National Association of Shoe Chain Stores 
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National Foundation for Consumer Credit 

National Industrial Stores Association 

National Jewelers Association 

National Luggage Dealers Association 

National Retail Dry Goods Association 

National Retail Farm Equipment Association 
National Retail Furniture Association 

National Retail Hardware Association 

National Retail Tea and Coffee Merchants Association 
National Shoe Retailers Association 

National Sporting Goods Association 

National Stationery and Office Equipment Association 
Retail Paint and Wallpaper Distributors of America, Inc. 


STATE ASSOCIATIONS 


California Retailers Association 

Colorado Retailers Association 

Delaware Retailers’ Council 

Florida State Retailers Association 
Georgia Mercantile Association 

Idaho Council of Retailers 

Illinois Federation of Retail Association 
Associated Retailers of Indiana 

Associated Retailers of Lowa, Ine. 
Kentucky Merchants Association, Inc. 
Louisiana Retailers Association 

Maine Merchants Association, Ine. 
Maryland Council of Retail Merchants, Inc. 
Massachusetts Council of Retail Merchants 
Michigan Retailers Association 

Minnesota Retail Federation 

Missouri Retailers Association 

Nevada Retail Merchants Association 
Retail Merchants Association of New Jersey 
New York State Council of Retail Merchants, Ine. 
North Carolina Merchants Association, Inc. 
Ohio State Council of Retail Merchants 
Oklahoma Retail Merchants Association 
Oregon State Retailers’ Council 
Pennsylvania Retailers Asociation 

Rhode Island Retail Association 

Retail Merchants Association of South Dakota 
Retail Merchants Association of Tennessee 
Council of Texas Retailers’ Associations 
Utah Council of Retailers 

Virginia Retail Merchants Association, Inc. 
Associated Retailers of Washington 

West Virginia Retailers Association, Inc. 





STATEMENT OF HERSCHEL HOLLOPETER, TRANSPORTATION DIRECTOR, INDIANA STATE 
CHAMBER OF COMMERCE, INDIANAPOLIS, IND. 


My name is Herschel Hollopeter. I reside at Indianapolis, Ind. I am trans- 
portation director of the Indiana State Chamber of Commerce. I have held 
that position for the past 15 years. 

In the analysis and study of legislation and proposed bills, such as S. 1461, 
our organization uses the following procedure. 

They are first presented to a legislative committee of our traffic council. The 
traffic council is composed of traffic managers of various industries located in, 
or doing business in, the State of Indiana. This council meets at the call of the 
chairman usually about 10 or 12 times a year. The members of the legislative 
committee, composed of 7 of this group, study bills personally and make reeom- 
mendations to their chairman who in turn reports to the traffic council. After 
discussion by the council of the recommendations of this committee, formal ac- 
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tion is taken by vote on recommendations to be made to the transportation execu- 
tive committee of the State chamber. 

This transportation executive committee is composed of top industrial execu- 
tives, members of the board of directors and supplemented by several traffic 
executives of industry. This committee meets and discusses the recommenda- 
tions preparatory to making its own report to the board of directors. As result 
of this procedure, the board of directors of the Indiana State Chamber of 
Commerce at its meeting on April 11, 1953, adopted the following resolution : 

“The State chamber agrees with the desire to speed up action of the Interstate 
Commerce Commision in rate increase cases, aS much as is consistent with sound 
administrative practices but that the State chamber oppose any legislation that 
would not permit the Commission to properly receive, evaluate and adjudicate 
the facts in connection with any such proceeding, sufficiently to protect and 
preserve the public interest and the welfare of the carriers.” 

I think it is pertinent for me to submit to the Senate committee the back- 
ground and discussion which led up to the adoption of this resolution. In the 
first place, it is considered that S. 1461 is a bill dealing with a situation that has 
resulted entirely from conditions developed in the recent inflationary period 
through which the country has passed. In this respect, it has features which 
appear likely to perpetuate these inflationary trends rather than to alleviate 
them. 

Certainly, the ability to easily and promptly pass on any and all increased 
costs of operation is one of the main impulses of inflation. This bill is definitely 
designed to accomplish just that. In noninflationary times, it is normal for 
wages to maintain an upward trend. It is one of the functions of management 
in any business to ever employ means and processes of efficiency to absorb 
this form of increased cost into a program of producing a better product at a 
lower price. Infiation is the opposite. 

To avoid misunderstanding, it is appropriate to state here that we recognize 
the vital importance of transportation and of transportation agencies, main- 
tained in sound and healthy condition so far as possible, to properly serve our 
economy at all times. Neither do we condone or approve unnecessary delays 
nor dilatory tactics at any time by any administrative body or governmental 
agency. Likewise, it is essential to soundness of government, and in our eco- 
nomy not only to afford the opportunity, but to require government agencies to 
employ such procedures as will enable them to arrive at sound decisions. 

This bill deals with matters that are of vital importance to our whole economy. 
While promptness of action is desirable, it is equally important that sound deci- 
sions be reached. It does not appear that it would be conducive to the proper 
conclusions in every instance to require the Commission to act in any specified 
number of days on the various types and widely different scopes of such matters 
coming before it. We believe that the 60-day period for action is unsound. 
Despite this, however, we do not believe that it will accomplish what the pro- 
ponents desire, for it only requires that which the Commission has already been 
practicing with respect to freight-rate-increase cases. In every one of the post- 
war rate-increase proceedings the Commission has, as promptly as has been 
possible with very brief consideration of carriers’ evidence, granted interim 
relief by way of specified increases in rates. While it may be the desire of 
proponents of this bill that it would require the Commission to grant within 
60 days all the increases it might grant after full and complete hearing and 
thorough deliberation of all the facts, the bill certainly does not do so. 

Beginning with line 18, the bill says that “the Commission shall within 60 days 
after the filing of such petition enter an interim order and finding, with or with- 
out a hearing, authorizing increases which, in the Commission’s opinion, are 
appropriate, ete.” Certainly nothing herein would permit or require the Com- 
mission to authorize any more increases than this restricted amount of evidence 
and deliberation provided might justify. The Commission is not justified in issu- 
ing any order that goes beyond the facts it has at hand and, as a practical matter, 
this bill would not materially change the present statutory requirements in this 
respect. 

Of course, the proviso that the Commission shall or may act “without hearing” 
is most undesirable in any matter so vitally affecting the public as is involved 
in these proceedings and we believe it cannot be justified. 

Before leaving the inflationary characteristic of this legislation, the entire 
intent seems to be designed to relieve railroad management of any obligation 
with respect to increased cost, including wages. These are to be immediately 
passed on to somebody else. It is well known that railroad management in the 
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past has become almost impotent in dealing with labor demands and, in the 
face of that, it is inconceivable that we should now remove from that manage- 
ment the last vestige of responsibility to continue to hold any pressure against 
these trends. We believe the effect of this law would be to permit the inflationary 
trends from increased labor demands and increased costs to transmit themselves 
immediately into further inflation and to relieve carrier management of all 
responsibility in this respect. 

Another fundamental fallacy in this legislation is its complete reversal of 
sound jurisprudence. It is designed to give legal relief for things that have 
not yet happened when it considers increased costs that “will occur.” We have 
long had proper injunctive processes to restrain events that may he indicated 
to be damaging, but this would render the injunctive process entirely outmoded 
if one is permitted to secure relief in the way of damages merely in the anticipa- 
tion of the event happening. This principle, if injected in jurisprudence, would 
even make the injunctive process an antiquated and unused remedy. 

Finally, the bill, in its closing provisions, permits the carriers to retain any 
unlawful charges they may have collected under excessive authorization by the 
Commission except on demand. ‘The very fact that the law provides for refunds 
contemplates that there may be excessive and unlawful charges authorized by 
the Commission and collected by the carriers under its provisions. It is another 
strange principle of jurisprudence to permit anyone having collected moneys 
unlawfully in any manner to retain them unless their return was demanded. 

And last we submit that the bill is class legislation of the most objectionable 
sort because it applies to only one class of competitive transportation agency 
while others have the same conditions of increased costs and wages to meet. 
It would be inconsistent for us to here advocate the extension of this bill to 
eover all forms of transportation similarly affected by increased costs, since we 
are obliged to condemn the bill on the fundamental reasons we have. We sub- 
mit, however, that the unconstitutional application of its provisions to only one 
type of carrier in a field that is so competitive as this one and in which all types 
of carriers are so essential to our economy is illogical, to say the least. 

We trust these points may be thoroughly considered and explored by the com- 
mittee in reaching its conclusions with respect to this bill. 


STATEMENT OF J. Roy JONES, COMMISSIONER OF AGRICULTURE FOR SOUTH CAROLINA 
AND CHAIRMAN, TRANSPORTATION COMMITTEE OF NATIONAL ASSOCIATION OF CoM- 
MISSIONERS, SECRETARIES, AND DIRECTORS OF AGRICULTURI 


In our opinion, amendment S. 1461 (in the nature of a substitute) to the Inter- 
state Commerce Act is similar in its provisions to S. 2518 which failed to receive 
a report by the Interstate and Foreign Commerce Committee to the 82d Congress. 

In our opinion, S. 1461, because of its far-reaching impact will create the total 
revision of the present transportation policy, and will eliminate one of the meth- 
ods by which the public interest has long since been protected and would destroy 
the basic principle that freight and shipping rates should be just and reasonable. 

Since 1940, the language of the national transportation policy as set forth in 
the Interstate Comerce Act, specifically declares for, “fair and impartial regu- 
lation of all modes of transportation” an administration “to recognize and pre- 
serve the inherent advantage of each” that “economie and efficient service be 
promoted and that” a national transportation system by water, highway and rail, 
as well as other means be developed, coordinated, and preserved. 

If enacted into law, S. 1461 would weuken the present rule of ratemaking 
and substitute therefor a general cover-all or blanket policy which would not be 
for the general public interest, and would, to a great extent, eliminate the sound, 
considered judgment of the Commission, and would substitute in place therefore 
rule of ratemaking administered solely by the carriers. 

It is your duty, as members of this great body, to see to it that this Nation is 
provided with adequate, efficient, and economical transportation service at the 
lowest reasonable cost consistent with the furnishing of such service. This duty 
can be performed only by delegating adequate authority in this instance to the 
Interstate Commerce Commission. 

May I point out at the present time that our transportation service is the 
most efficient worldwide, the rolling stock, right-of-way and equipment of our 
carriers, both motor, rail, and otherwise, are today in the best condition in history 
and that the financial condition of the carriers is also the best in history. With 
these thoughts in mind, we wonder whether it is wise to completely overturn 
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the system under which we presently operate, and force ourselves into a chaotic 
condition of court entanglements. 

Are we to eliminate the informed judgment of the Commission derived from 
the presentation of evidence from many sources and substitute therefor carrier 
rule? 

Are we to alow one single industry to make far-reaching decisions at will, 
which can change the course of transportation destiny? Or, are we to be guided 
by sound judicious decisions based upon plain commonsense derived from evi- 
dence presented both by the various organizations which make up the source from 
which flows the transportation revenue, and evidence presented by the carriers. 

The principle underlying the proposed legislation eliminates the “effect of 
rates on the movement of traffic by the carrier or carriers for which the rates 
are prescribed” and “* * * the need, in the public interest, of adequate and 
efficient railway transportation service at the lowest cost consistent with the 
furnishing of such service.” It is our opinion that this is basically discriminatory. 

Is it intended by the passage of 8. 1461 to establish a new era of public service? 
Shall such public service industry be given carte blanche opportunity of making 
their own rates without supervision of the duly organized authority? 

Postwar proceedings before Interstate Commerce Commission show that in- 
crease after increase has been granted to carriers, all of them after considera- 
tion and hearings. In most every case the increase finally granted was the 
original asked for. Are we now to give a general hunting license to the carriers 
of this country so they can demand and obtain increases or decreases at their 
whim and pleasure? 

Are we going to put community against community, and one section of the 
country against another; or are we to use fair and impartial judgment in our 
consideration of these problems which is now required to be exercised under the 
present law? 

It is to be presumed that the 60 days specified in S. 1461 rather than the 30 
days specified in S. 2518 (1952) is apparently long enough to conduct investiga- 
tions or carrier petitions, but if this is true, then the Interstate Commerce Com- 
mission has wasted a great deal of time in the past. 

We do not believe this to be true when one considers the vast amount of 
research and study that must be made to protect everybody’s interest in a gen- 
eral rate change to all carriers. 

Whether carriers believe there is undue delay in rendering decisions certainly 
has not prevented them from being successful in securing increases. Some of 
the carriers in 1952 enjoyed earned incomes greater than any other period in 
their existence. If the carriers have fared so well under the Interstate Com- 
merce Act as it now stands—why change? 

If under the present act the generosity of the Interstate Commerce Commission 
has brought such rates as to “price the rail carrier out of the market” of trans- 
porting the products of our farms—would it be wise to make further increases 
easier to obtain? 

It is becoming increasingly apparent that we need less legislation inviting rate 
increases and look rather toward having the Commission demand that carriers 
show cause why rates should not be lowered so as to bring rail carriers back into 
the field of public service. 

The idea of refunding overcharges, where the final grant by the Commission is 
less than the interim grant, sound magnanimous. We have experienced such 
cases but have never heard of a refund. 

Would the Congress consider legislation granting the farmers of this Nation 
the right to petition the Secretary of Agriculture for an increase in the parity 
index and give the Secretary 60 days to announce same? Then after a period 
of time, if such increase was found unwarranted, the farmer would refund for 
every sale from his farm. 


FretcHt Forwarpers INstitute, 
Washington 6, D. C., May 8, 1953. 
Mr. E. R. JELSMA, 
Room 138, Senate Office Building, 
Washington, D. C. 

Dear Mr. JetsMA: The acting chairman kindly granted me permission to file a 
statement to supplement my testimony on bill 8. 1461. 

Attached hereto is my supplemental statement which is intended to follow the 
oral testimony which I gave on Tuesday. 
Yours very truly, 
G. Morrow, President. 
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FurTHER STATEMENT OF GILES Morrow, PRESIDENT AND GENERAL COUNSEL, 
FREIGHT FORWARDERS INSTITUTE 


In my testimony before your committee on the above bill on May 5, 1953, I dealt 
primarily with the basic proposition that freight forwarders must be accorded 
the same general treatment as the railroads in connection with establishment 
of general rate increases. 

I indicated that our committee had not completed its analysis of the effects of 
the precise terms of the bill on freight-forwarder operations, and that we had 
not had time to analyze the amendment introduced by Senator Tobey at the 
request of the Interstate Commerce Commission. In view of these facts your 
committee granted my request that I be allowed to file a supplemental statement 
for the record. 

We think that the Interstate Commerce Commission has suggested one very 
helpful and necessary change in the bill. That is the addition of the following 
language, which appears on lines 20 and 21 of page 3 of the substitute bill intro- 
duced by Chairman Tobey on April 29: “Subject to rules and regulations pre- 
scribed by the Commission.” 

The foregoing is suggested by the Commission as an addition to the proviso 
which requires the carriers to make refunds if the rates finally authorized are 
less than those authorized by the interim order. 

Under the original bill carriers are simply directed to make refunds “upon 
demand without further action by the Commission.” There is no requirement as 
to the form or manner of the demand, or the supporting papers, references, or 
ether data to show the validity of the demand. 

It must be understood that tariffs have always been held to have the force 
and effect of a statute (P. R. Rk. v. International Coal Co, (230 U. S. 184)), and 
carriers are requested to carefully observe such tariffs and maintain full records 
of all their transactions. Carrier accounts and records are maintained under 
regulations prescribed by the Commission, and are subject to Commission juris- 
diction and inspection. Hence the carriers must be careful, under penalty of 
law, to see that disbursements of claims or demands are properly supported by 
the required documents and are lawfully made. 

Unless these are some reasonable regulations, and an orderly procedure for 
the filing and processing of claims under the proviso, carriers might be put to 
undue and unnecessary expense in the examination and payment of demands for 
refunds. Carriers might be faced with a multiplicity of demands, in the form 
of letters or otherwise, which would place upon them a heavy burden of clerical, 
accounting, and investigative expense. Many of these demands might be for 
small amounts, where the cost to the carrier of investigation and processing 
would exceed the amount of the refund. 

The Commission, if given the power to prescribe rules and regulations, might 
be expected to promulgate reasonable requirements which would work to the 
advantage of the public as well as the carriers. The regulations would undoubt- 
edly include a requirement that claims be properly supported by evidence of 
payment of the freight charges, and that necessary references be given to identify 
the movement. They might include other requirements to relieve both carriers 
and shippers of unnecessary burdens. 


NATIONAL FEDERATION OF AMERICAN SuHrppine, INc., 
Washington 6, D. C., May 6, 19538. 
Hon. CHARLES W. Tosey, 
Chairman, Senate Interstate and Foreign Commerce Committee, 
Room 325, Senate Office Building, Washington 25, D.C. 


Dear SENATOR Topey: Since the time allotted will not permit my making an 
oral presentation of the views of the steamship industry with respect to S. 1461 
and the amendment offered in the nature of a substitute, I respectfully request 
that my statement attached hereto be made a part of the record of the hearings 
on this bill. 

You will note that while we are sympathetic to the need for expedition in the 
handling of general rate increases, we must oppose this legislation in its present 
form, since it does not contain any prohibition aganst rate increases made in an 
arbitrary or selective manner with respect to either commodites or routes. 

In particular, we most strenuously oppose any attempt to diminish or suspend 
the effectiveness of the fourth section, the so-called long-and-short-haul clause. 








234 AMENDMENT TO INTERSTATE COMMERCE ACT 


The amendment offered provides for temporary relief from the provisions of this 
section. The result would be extremely damaging to the intercoastal steamship 
industry and is not, we believe, in the national interest. 
Very truly yours, 
ALEXANDER PURDON, 
Secretary-Treasurer,. 


STATEMENT BY ALEXANDER PURDON, SECRETARY-TREASURER, NATIONAL 
FEDERATION OF AMERICAN SHIPPING 


My name is Alexander Purdon. I am secretary-treasurer of the National 
Federation of American Shipping, an industry organization representing a pre- 
ponderance of the American merchant marine 

I appear before you in opposition to S. 1461 and the amendment offered in the 
nature of a substitute to S. 1461. 

We have no quarrel with the basic objective of this bill. In fact, we concur 
in the necessity of greater expedition in handling rate-increase cases and the 
elimination of the timelag in the authorization of such increases. We believe, 
however, that the accomplishment of this objective requries that such increases 
be, in fact, general. They should apply uniformly to all commodities. 

We do not find anything in S. 1461 on the substitute which would prohibit 
the making of exceptions or lesser increases in certain commodities. 

Such a provision is, we feel, necessary to insure that the authorization of 
general rate increases is not used to lessen the spread between rail and water 
rates on specific commodities. For example, an increase was granted in the 
spring of 1952 which was made generally applicable to virtually all commodities 
excepting lumber and canned goods. The increases in these two commodities 
were substantially below those granted other commodities. Since lumber and 
canned goo's are the two most important eastbound intercoastal steamship 
cargoes, the result was to lessen the natural spread between rail and water 
rates, to the disadvantage of the latter. 

I would call to your attention the proposal in the report of the policy adminis- 
tration board of the Transportation Association of America on this subject. The 
reference is to pages VIII and IX of the report of that body, entitled “Sound 
Transportation for the National Welfare”, and it contains this qualificatien with 
respect to their approval of the principle of eliminating “Time lag” in general rate 
increases : 

“* * * that any proposed increase in freicht rates or charges will apply equally 
to all kind and classes of freight traffic * * * sothat each kind and class will bear 
its reasonable proportionate share of the increase.” 

We submit that S. 1461 contains no such language, and suggest that it should 
be modified to include this requirement. 

A second necessary amendment would be one prohibiting the making of such 
increases in an artificially selective manner; that is, by the increasing of rates 
within a territory on commodities which move substantially by water, so that the 
cost of moving them to seaboard for water shipment may be increased, but the 
cost to move such cargoes by transcontinental rail is left unchanged or increased 
by a lesser proportion. 

These proposals are not picayune. They recognize the problem of the railroads, 
but they suggest that certain safeguards be imposed to protect the public interest 
in a national transportation system in which all forms of transport can operate 
without discrimination, in accordance with their inherent advantages. 

These proposals are necessary because the practices which they would seek to 
curb have in the past been responsible for diverting many cargoes to rail transport 
which would normally and naturally move by water. 

The artifi‘ial device of noncompensatory rail rates has contributed to monopoly 
and to the diminution of our domestic fleet, which has been reduced from some 140 
ships prewar to about 55 ships today. The Nation has suffered a great loss in 
defense potential, and shippers are losing the stabilizing benefits of normal 
competition. 

We note also on lines 5 to 10, inclusive, page 3, of the substitute that it contains 
the following language: “To the extent necessary to effectuate their establish- 
ment, the rates, fares, and charges as increased by the said tariffs or schedules 
may be temporarily relieved from the provisions of section 4 of this part.” The 
American steamship industry is unalterably opposed to repeal of the Long and 
Short Haul Clause contained in section 4 of the Interstate Commerce Act. We 
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are equally opposed to this provision, which under the guise of temporary relief 
would have the effect of repeal. 

It is worthy of note that, neither the Transportation Association of America 
nor the Chamber of Commerce of the United States have adopted policies favoring 
repeal of section 4, although both organizations have given intensive study to 
recommendations made to them to this effect. 

Section 4 is the only place in the Interstate Comerce Act where there is a 
specific requirement that any rate be reasonably compensatory. The elimination 
or temporary suspension of section 4 means nothing less than the elimination of 
the intercoastal water carriers. 

Opposition to repeal of the Long and Short Haul Cause is not, however, con- 
fined to water carriers, but is joined by shippers and receivers of goods as well 
as port interests in many areas 

The purpose of including in this bill the section granting temporary relief from 
the provisions of section 4 is not clear to us. We hesitate to suggest that it is 
merely an attempt to gain, by evasion, what could not be gained by direct action. 
Whatever the basic purpose may be, it represents another instance in which the 
present bill appears to us to be defective, and must be opposed by the steamship 
industry despite our desire to be of assistance to the railroads in remedying a 
situation in which mounting costs out distance rate increase to the detriment of 
both the railroads and the public interest in a sound transportation system. 

It is our contention that the primary objective of this legislation can be attained 
without permitting the railroads to apply rate increases in an arbitrary or selective 
manner with respect to areas, routes, or commodities, and without impairing the 
very necessary provisions of section 4, which is our only protection against 
discriminatory and noncompensatory rates. 

We are, therefore, opposed to S. 1461 and the amendment proposed as a sub- 
stitute in their present form. 





AMERICAN NATIONAL CATTLEMEN’S ASSOCIATION, 
Phoenia2, Ariz., Vay 6, 1958. 
Re: A-16, Federal legislation, S. 1461. 
Hon. CHARLES W. Tosey, 
Chairman, Committee on Interstate and Foreian 
Commerce, United States Senate, Washington, D. C. 

DEAR SENATOR Toney: Your letter of the 23d ultimo notifying us of public 
hearings on S. 1461, the so-called railroad time-lag bill, assigned for May 5, 1953, 
arrived on the 29th ultimo during my absence attending directors’ meeting of 
the American National Cattlemen's Association in Denver, Colo. Therefore other 
engagements before the Interstate Commerce Commission and the State com- 
mission preclude our appearing before your committee and testifying respect- 
ing S. 1461. 

However, I have carefully reviewed the report of the Interstate Commerce 
Commission transmitted to you by Chairman Alldredge on April 29, 1953, respect- 
ing S. 1461, and in behalf of our principals, the American National Cattlemen's 
Association and the National Wool Growers Association and their State affiliates, 
we hereby ratify and adopt said report, including the substitute bill submitted 
by the Commission with its report, as our own. 

Please accept our sincere thanks for your courtesy in directing this matter to 
our attention. 

Yours very truly, 
CHARLES E. BLAINE, 
Traffic Manager. 





TnE COMMONWEALTH OF MASSACHUSETTS, 
DEPARTMENT OF AGRICULTURE, 


Boston, May 5, 1958. 
Hon. CHARLES W. TosBEY, 


Chairman, Committee on Interstate and Foreign 
Commerce, United States Senate, Washington, D. C. 
DEAR SENATOR Tosey: I have your letter of April 23 concerning S. 1461, the 
railroad time-lag bill set for hearing May 5, 1953, room G-16, Capitol Building. 
Although I submitted testimony on 2518 and 2519 in 1952, I do not propose 
to submit personal testimony on the present bill. I take the same position I took 
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on 2518 and 2519, namely, that no change in rates should be established without 
a hearing, at which time all parties have the right to be heard, and then the 
Commission may determine the necessity and need of the increase. 

It is my opinion that good, sound, efficient government is based on the premise 
that the ordinary people who make up government shall have the right, through 
public hearing, to establish the reasonableness and necessity for change gov- 
erning rules and regulations prior to their establishment I, therefore, am 
opposed to 8S. 1461 and beg to remind you it is no time to close the barn door 
after the horse has been stolen. 

Thanking you for the privilege of expressing an opinion and wishing you 
personal success, I am, 

Very truly yours, 
Henry T. Bropericr, 
Commissioner, 


UTAH CITIZENS RATE ASSOCIATION, 
Salt Lake City, Utah, May 1, 1958. 
Hon. CHARLES W. TOorREY, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 


Dear Senator: Thank you very much for your letter of April 23, 1953, with 


} 


respect tot public hearings on 8S. 1461 and inviting us to attend a public hearing 
on May 5, 19538, before your committee. 

Although it will be impossible for us to attend this hearing in person because 
of other urgent matters, the feeling of our shippers with respect to this proposal 
is that we are definitely opposed to any change in the law which will permit an 
arbitrary additional freight burden on the shippers. From past experience, we 
are sure that the Commission could not possibly dispose of a general increase 
case in 60 days in anything like a satisfactory fashion, and any increases granted 
to the carriers without an adequate hearing would be an arbitrary and capri- 
cious adjustment which by the very words of the bill itself would require that 
the shippers go to the railroads for any adjustments in excess charges before 
any action would be taken by the carriers. 

I am sure that you realize as well as we that there would be a great many 
shippers, particularly the smaller ones, who would not be in a position to deter- 
mine whether they were entitled to any adjustment in their rates nor how to 
proceed with the carriers in demanding a refund. In our opinion this is ex- 
tremely unsound regulation in that it places an undue burden upon the shippers 
in recovering back charges found by the Interstate Commerce Commission to be 
excessive 

We recognize that there should be some method of speeding up the decisions 
of the Interstate Commerce Commission so as not to penalize the carriers to the 
extent their revenues are dissipated. However, we do not feel that, even with 
the length of time taken in some prior increase cases, this has been too serious a 
handicap to the carriers. This can be attested by the fact that carriers in this 
part of the country are in an extremely healthy condition financially. The trend 
appears to be a leveling off of the costs of operation and an actual reduction in 
labor costs. It would seem to us that the more satisfactory method of solving 
this problem would be to require the Interstate Commerce Commission to give 
priority to revenue cases where it appears that the urgency of the railroads’ posi- 
tion requires it rather than forcing the Commission to make an arbitrary adjust- 
ment in the freight rates merely on the say-so of the carriers that they are about 
to incur increases in costs. 

We trust that you will give this very serious and earnest consideration in your 
weighing this measure and appreciate the opportunity offered us to express our- 
selves. 

Sincerely yours, 
UTAH CITIZENS RATE ASSOCIATION, 
H. H. ELLsworrh, 
Evecutive Secretary. 
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Los ANGELES CHAMBER OF COMMERCE, 
May 1, 1953. 
Hon. CHARLES W. Tosey, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 

DEAR SENATOR TorREY: We greatly appreciate receiving your letter of April 23, 
1953, addressed to our 1952 president, Terrell C. Drinkwater, informing us about 
the scheduled hearing May 5, 1953, regarding S. 1461. 

Analyzing 8S. 1461, we find that, while it differs substantially from S. 2518 of 
the 82d Congress, it still retains features which we believe to be not in the best 
interests of the Nation as a whole, to wit: 

1. The proposed 60-day deadline for initial interim action by the Interstate 
Commerce Commission on railroad rate increase requests appears to pose a threat 
to full and complete hearing. The Commission has followed the practice of 
granting interim railroad freivht-rate increases some 8 times during the 7-year 
period 1946 to 1953 (June 20, 1946, Docket Ex parte No. 162; Oct. 6, 1947, Dee. 30, 
1947, and Apr. 13, 1947, Docket Er parte No. 166; Dee. 29, 1948, Docket Ex parte 
No. 168; Mar. 2, 1951, Aug. 2, 1951, and Apr. 11, 1952, Docket Ea parte No. 175). 

The proposed deadline of 60 days within which to hold full hearings throughout 
the Nation, analyze the evidence, and render a sound and just decision seems too 


short. Any specific time limitation on the Commission in this vital matter of 
hearings may well be tantamount to denial of full and complete hearing to many 
interested segments of the public. Such legislation we believe to be unsound. 


2. The proposed criteria, directing the Commission to authorize rate increases 
sufficient to “maintain sound credit and attract equity capital’ are vague, indefi- 
nite, und not susceptible of certain ascertainment by the Commission. Mainte- 
nance of sound credit and the ability to attract equity capital are matters essen- 
tially within the managerial discretion and duty of the carriers themselves and 
within the personal judgment of investors. The purpose of utility regulation is 
not to insulate carriers against all normal economic vicissitudes. 

The Los Angeles Chamber of Commerce is sympathetic to the problem faced 
by the carriers, but we feel that a solution can be found which will not wipe out 
the present safeguards against the assessment of unreasonable rates and which 
will not substitute for present ratemaking rules indefinite and untried criteria 
impossible of application and fulfillment. Therefore, S. 1461 is unsuitable to 
us in the ahove respects. 

Respectfully, 
R. M. HaGen, President. 


MANUFACTURERS ASSOCTATION OF CONNECTICUT, INC., 
West Hartford, Conn., May 4, 1958. 
Mr. CHARLES W. Tosey, 
Chairman, Senate Interstate and Foreiqn Commerce Committee, 
Senate Office Building, Washington, D.C. 

Dear Mr, Tosty: This has reference to 8S. 1461, a bill to amend the Interstate 
Commerce Act, as amended, concerning requests of common carriers for in- 
creased transportation rates, which is scheduled to be heard by your committee 
beginning May 5. 

Transportation plays such an important role in the American economy and 
has such a tremendous effect on the public interest that any upward revision 
of transportation charges should be made only after all facts have been con- 
sidered. It is not in the public interest to enact legislation which will permit 
general rate increases to be made within 60 days of the filing of a petition by 
the carriers and to conduct hearings after such date. Such a procedure might 
have a tendency to prejudice the Interstate Commerce Commission’s final de- 
cision as to what a reasonable increase should have been. 

There are many, many industries in this country that are small and for good 
reasons do not warrant hiring personnel trained in traffic matters, Under the 
provisions of S. 1461 if the Commission in its final decision, finds the interim 
increase was greater than is reasonable, the charges collected by the carriers 
which are in excess of the reasonable amount are to be refunded upon demand. 
It will be difficult and expensive enough for the larger industries with trained 
traffic personnel to obtain all the freight bills in question, file claims, and 
make adjustments to customers, but the smaller industries without traffic 
personnel are apt to be completely ignorant of such matters, and not make 
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claim for refund, hence they will be placed at a distinct disadvantage with 
their larger competitors. All such moneys collected by the carriers and judged 
to be unreasonable charges, which are not claimed by shippers, will unrightfully 
remain in the possession of the carriers. 

During the years following World War II costs have risen sharply and 
Many petitions for increased rates have been filed by the railroads. If our 
economy continues its current trend of leveling off and in fact declines as it is 
expected to do in the near future, then legislation such as is now proposed in 
S. 1461 is entirely unnecessary. On the other hand, should we experience an- 
other period of inflation it would be unwise to have any legislation on the 
books which would tend to stimulate further inflation. 

We would, however, have no objection to a provision being inserted into all 
four parts of the Interstate Commerce Act which would require the Commission 
to set down for hearing immediately any petition for a general rate increase and 
that it make its final decision after such hearings within 60 days from the 
filing of such petition. 

Very truly yours, 
N. MAARSCHALK, Trafic Manager. 


MAGurIrRE, Voornis & WELLS, 
Orlando, I'la., April 28, 1958. 
Re 8S. 1461. 


Hon. Cnuaries W. Torey, 
Chairman, Committee on Interstate and Forcign Commerce, 
Room 138, Senate Office Building, Washington, D. C. 

DEAR SENATOR Topey: I sincerely appreciate your letter of April 23, advising 
me of the scheduled public hearings on 8. 1461 convening on May 5. 

I already have a hearing in Chicago before an examiner of the Interstate 
Commerce Commission commencing on May 4 and probably continuing through 
that week. However, if my understanding of 8S. 1461 be correct, then it would 
seem to me that I should not take up any of the time of the committee to present 
personally my views 

As you point out in your letter of April 23, “S. 1461 is a greatly modified ver- 
sion of the two earlier bills and embodies many changes.” S. 1461 does eliminate 
many of the objections expressed by me to 8. 2518 and S. 2519 in March 1952. 

Basically, I understand that the only major change in existing law which 
would be accomplished by S. 1461 is the express authorization to the Commission 
to enter an interim order in general revenue proceedings “without a hearing.” 
Whether or not a hearing should be held before the entry of any increased rate 
order would be within the discretion of the Commission; and I personally do 
not feel that the Commission would deprive the shipping public of the right to 
be heard unless there was imperative necessity therefor. Furthermore, the pro- 
posed bill would leave with the Commission the full power to exercise their 
informed judgment as to whether an increase, or none at all, was “appropriate or 
necessary.” 

The provision that the interim order shall be entered “within 60 days after 
the filing of such petition” by the rail carriers, is not, in my judgment, any sub- 
stantial change from the existing situation. At the present, as I pointed out 
in my appearance before the committee in March 1952: 

“I do not feel that the rail criticism of undue delays in hearing is justified. 
The fact is that the Commission has exerted every effort to expedite hearings, 
with due consideration for the conflicting interests of the rail carriers, the 
freight shippers, and other publie interests. The streamlined procedure author- 
ized in the special rules adopted by the Commission have not been fully utilized 
by the rail carriers, and to that extent any delay in decision is chargeable to 
the railroads and not to the Commission or to the shippers. Actually, under the 
special rules relating to use of verified statements, all of the direct testimony of 
the railroads could be presented to the Commission in less than 1 hour of 
hearing.” 

Subsequent events have confirmed the intent and purpose of the Commission 
to expedite procedure and reduce, so far as practicable and consistent with the 
rights of conflicting interests, the time required for decision. 

If the provision in S. 1461 that “within 60 days thereafter” (whether “there- 
after” means after date of entry of interim order, after publication of master 
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tariffs, or after effective date of master tariffs, is not clear), “the increases in 
rates, fares, or charges requested in the petition shall be the subject of further 
investigation,” be construed to require that the final order be entered within such 
60-day period, I think it would be objectionable. However, I understand that it 
is intended to mean that the “further investigation” must commence within the 
specified period of 60 days, leaving to the Commission its reasonable discretion 
to provide reasonable hearings over a reasonable period after which adequate 
consideration will be given to its decision. 

It is also our understanding that the proposed legislation in S. 1461 is not 
intended to alter the present rule of rate making of section 15a of the act, and 
that the last proviso with respect to refunds to the shipper of excess amounts 
collected by the carriers is intended to add to the shippers rights and not modify 
or restrict any other rights to redress or reparations for or on account of indi- 
vidual rates and charges made unlawful as unreasonable or otherwise in viola- 
tion of existing sections of the act. 

Our industry in Florida continues to need, as expressed by us in the records 
of former hearings, all forms of adequate and efficient transportation at the 
lowest cost consistent with the furnishing of such services. 

It is requested that this statement be considered in lieu of a personal appear- 
ance before the committee insofar as 8. 1461 is involved. 

Respectfully submitted. 

MAXWELL W. WELLS, 
Maguire, Voorhis & Wells, Attorney for Growers and Shippers League 
of Florida, Florida Citrus Commission, and Florida Citrus Mutual. 


Fort WortH, Tex., May 5, 1958. 
Hon. Cu artes W. Toney, 
Chairman, Senate Committee on Interstate and Foreign Commerce, 
Senate Building: 

Fort Worth Chamber of Commerce, Fort Worth Freight Bureau, also a general 
town meeting Fort Worth industries, went on record as strongly opposed to 
limiting Interstate Commerce Commission to any shorter time than 90 days to 
grant, by interim orders, applications from railroads for all future desired 
general rate increases. National Industrial Traffic League does not speak for 
these interests. We are unalterably opposed to S. 1461 in toto, including its 
limitation upon Commission of 60 days, and respectfully ask it be killed in 
committee. It is unnecessary, unjust, unreasonable, and ignores completely the 
public interest. Indeed, it effectively denies the public its right of full hearing. 
However, if you must pass any quick rate-increase bill we would support and 
urge adoption of substitute bill introduced by Senator Tobey upon request of 
Interstate Commerce Commission, which gives the public little enough con- 
sideration. 

Ep P. Byars, Traffic Manager. 


DALLAS, Tex., May 7, 1953. 
Hon. CHARLES W. Tosey, 
Chairman, Senate Committee on Interstate and Foreign Commerce, 
Senate Building: 

Texas Industrial Traffic League, representing Texas shippers, shippers’ organi- 
zations, and chambers of commerce, in meeting here yesterday, went on record 
as opposing S. 1461, or any other bill providing for speedier processing of general 
rate-increase applications filed by carriers. Record of Commission in handling 
all recent general rate-increase applications, shown in Chairman Alldredge’s 
letter to you April 28, 1953, indicates there is no need for such legislation. 

FRANK A, LEFFINGWELL, Secretary. 





Cuicaa@o, Itu., May 7, 1958. 
E. R. JELSMA, 


Room 138, Senate Office Building, Washington, D. C.: 
Replying Chairman Tobey’s letter April 23, we concur in and support state- 
ment by National Council of Farmer Cooperatives of May 5 relating to S. 1461. 
LEE J. QUASEY, 
Commerce Counsel, National Livestock Producers Association, 





230 AMENDMENT TO INTERSTATE COMMERCE ACT 


NEW ORLEANS, La., May 4, 1958. 
Hon. CHARLES W. TosBey, 
Chairman, Senate Committee on Interstate and Foreign Commerce: 

For and in behalf of the members of the Gulf Intercoastal Conference consti- 
tuting all of the common carriers by water authorized by the Interstate Com- 
merce Commission to operate between the Gulf and Pacific Coasts of the United 
States, I hereby concur in the position outlined in statement of Harry S. Brown, 
chairman, Intercoastal Steamship Freight Association on 8S. 1461 

C, Y. Roperts, 
Secretary, Gulf Intercoastal Conference. 


Fort WortH, Tex., May 5, 1958. 
Senator CHARLES W. Tosey, 
Senate Office Building, Washington, D. C.: 

For the protection of the shipping public and specifically the livestock industry 
of the Southwest we fervently hope that Senate bill 1461 may be killed in 
committee. If it should become law it will actually amount to giving the rail- 
roads a valid check with the amount left blank, encouraging waste, extravagance, 
and indifference in railroad cperation under present system of granting general 
increases where all traffic and all railroads are lumped together and increases 
granted to all, regardless of financial condition of individual railroad. The pub- 
lic is helpless to protect itself and any change should be toward a more defi- 
nite showing before any increases are allowed instead of the opposite as this 
hill would provide. If the present trend in ratemaking continues the public, 
for whose protection the Interstate Commission Act was provided, will be right 
back where it was before the Interstate Commerce Commission Committee was 
created or, if possible, in a more helpless position. 

TEXAS AND SOUTHWESTERN CATTLE RAISER’S ASSOCIATION, 
TexAs SHEEP AND GOAT RAISER’S ASSOCIATION, 

LIVESTOCK TRAFFIC ASSOCIATION, 

CHARLES A. STEWART, Attorney. 


AMARILLO, TEx., May 7, 1958. 
Hon. CHAs. W. Tosry, 
Chairman, Senate Committee on Interstate and Foreign Commerce, 
Senate Office Building, Washington, D. C.: 

Understand National Industrial Traffic League sponsoring S. 1461 contem- 
plating limitation of 60 days to grant, through interim orders, applications by 
railroads for general rate increases. Want it clearly understood the league does 
not speak for this chamber or its affected members. We are unalterably opposed 
to this bill and the principle involved. Past record of Interstate Commerce Com- 
mission in general rate increase proceedings clearly demonstrates no unconscion- 
able delay in disposition thereof. Legislation of this nature wholly unnecessary 
as well as adverse to public interest in denying right of full hearing and con- 
sideration of Interstate Commerce Act in its entirety. 

KENNETH P. Tusss, 
Manager, Traffic Department, 
Amarillo Chamber of Commerce. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. 0., May 19, 1958. 
Hon, CHARLES W. Tosey, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington 25, D. C. 

My Dear SENATOR Tosey: Further reference is made to your request for my 
comments with respect to S. 1461, a bill to amend the Interstate Commerce Act, 
as amended, concerning requests of common carriers for increased transportation 
rates, 

The bill does not appear to relate to any matter within the jurisdiction of this 
Department or to affect any matter upon which the Department would be in a 
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position to give helpful information or advice. Accordingly, this Department 
has no comment to offer with respect to the merit of the purpose or provisions 
of the bill. 

I greatly appreciate your bringing this matter to my attention, and I welcome 
the opportunity to submit recommendations on any measure where the activities 
of the Department may possibly be involved, or where its experience may possibly 
be of value. 

Sincerely yours, 
ORME LEwIs, 
Assistant Secretary of the Interior. 


GENERAL SERVICES ADMINISTRATION, 
Washington 25, D. C., May 13, 1953. 
Hon. CHARLES W. Torey, 
Chairman, Committee on Interstate and Foreign Commerce, 
United Staies Senate, Washington 25, D. C. 

DeAR SENATOR ToBEY: In accordance with your letter of March 26, 1953, I wish 
to submit the following comments on S. 1461, 83d Congress, a bill to amend the 
Interstate Commerce Act, as amended, concerning requests of common carriers 
for increased transportation rates. 

This bill would create a new section 15c (apparently intended to be section 
15b), which provides in substance that when railroad common carriers petition 
the Interstate Commerce Commission for increases in rates based on increases 
in wages or costs of materials and supplies, which thereby necessitate an in- 
crease in rates on the basis of revenue and expense estimates for the ensuing 
12 months, the Commission shall, within 60 days of the filing of the petition, 
enter an interim order and findings authorizing increases, as the Commission 
deems appropriate. 

The General Services Administration, representing the executive agencies of 
the United States Government with respect to traffic management activities under 
the Federal Property and Administrative Services Act of 1949, as amended, is 
opposed to the enactment of this bill. 

The bill is presumably designed to counteract any procedural delays experi- 
enced by the railroads in obtaining authorization for general rate increases from 
the Interstate Commerce Commission. That Commission has set forth in its 
comments to your committee, dated April 28, 1953, the history of the postwar 
general freight rate increases, which it is believed will demonstrate that interim 
rate relief has been granted promptly by the Commission and this was particu 
larly true in the most recent case, ex parte No. 175, Increased Freight Rates, 
1951. Recently the latter proceeding has been reopened, and the Commission’s 
notice of April 27, 1953, provides for equal expedition of handling. Accordingly, 
it is not believed that the enactment of the proposed bill would result in any 
greater dispatch in handling of requests for interim relief than has been here- 
tofore experienced. 

Aside from the possible expedition which is made mandatory, the substan 
tive provisions of the new section of the act would raise serious questions of 
interpretation. For example, the Commission is apparently required to issue 
an interim order within 60 days where present or imminent increases in case of 
wages and materials and supplies make a general increase “necessary.” The 
Commission, however, is directed to authorize increases which are “appropriate 
or necessary. 

Again, while the Commission’s standard for final action on the application 
would still be governed by section 15a of the act, its interim action would be 
governed by somewhat different standards, including the objective to “establish 
and maintain sound credit and attract equity capital.” It would seem inescap 
able, therefore, that the Commission would be governed by one standard of rate 
making in disposing of the required interim order but by another in taking final 
action. It seems self-evident that such a procedure would be wholly undesirable. 

It is also noted that the proposed new section requires that the Commission 
‘shall” enter an interim order “authorizing increases which in the Commission’s 
opinion are appropriate or necessary * * *.” This language raises considerable 
doubt as to whether the Commission would be enrpowered to deny an interim 
request based upon the evidence before it. 

Finally, the bill would authorize the Commission’s action “with or without a 
hearing.” In view of the scope of these general rate increase proceedings and 
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of their effect on all shippers, including the Government, it is not believed that 
such action should ever be authorized without hearing. 
The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to your committee. 
Sincerely yours, 
EpMUND F. MANnsvureE, Administrator. 


BURLINGTON SHIPPERS’ ASSOCIATION, INC., 
Burlington, Iowa, May 19, 1953. 
Re: Leg'slation-bill S. 1461, proposed amendment—lInterstate Commerce Act, 
Senator CHARLES W. TosBey, 
Chairman, Committee on Interstate and Foreign Commerce, 
Senate Office Building, Washington, D. C. 


-~ 


Drar Mr. Torry: Enclosed you will find five copies of our statement involved 
in the above proceedings. 
We request of you that serious consideration be given to the statements made 


therein in your committee’s deliberations of this bill. 
Yours very truly, 
BURLINGTON SHIPPERS’ ASSOCIATION. 
F. L. PARTRIDGE, E.recutive Secretary. 


STATEMENT oF F. L. Partrripge, Executive SecretAry-DrrectorR oF TRAFFIC, 
rHE BURLINGTON SHIPPERS’ ASSOCIATION, INC. 


My name is F. L. Partridge and I am the executive secretary-director of traffic 
if the Burlington Shippers’ Association, Inc., Burlington, Iowa. I have been 


( 

handling transportation matters which includes rates, claims, litigation, and so 
forth, for 41 years. This statement is made in opposition of the proposed legisla- 
tion in bill S. 1461. 


The Burlington Shippers’ Association, Inc., is a corporation organized, existing, 
and operating by virtue under the laws of the State of Iowa as provided for in 
chapter 2, title IX, Code of Lowa and briefly it is the “transportation department” 
of business and industry located in southeastern Iowa and western Illinois. 

We, as such, are buyers of many different modes of transportation. We have 
an interest in the financial welfare of all transportation agencies under efficient 
and economical operation at reasonable rates, fares, and charges. 

Our people have a continuing interest in all forms of transportation from, to, 
and between all points in these United States, as well as on traffic moving import, 
export, and coastwise. 

Our employers do make use of the many different modes of transportation and 
our interest goes to the promotion of a sound, efficient, and economical trans- 
portation system and/or systems under private ownershin and operation and 
we are interested in the maintenance of sound and self-sufficient transportation 
systems which can result only from the free flow of commerce within these United 
States, as well as between these United States and other countries in foreign 
commerce 

Bill S. 1461 as it is viewed by your protestants is a “one-way” road and we 
feel it should be reproduced herein. In so doing all receiving a copy of this 
statement will have full knowledge of the issues involved and can appreciate 
our views. 

The instant bill was introduced by Senator Johnson of Colorado, former 
chairman of the Senate Committee on Interstate and Foreign Commerce, Senators 
Capehart (Indiana) and Bricker (Ohio), and would amend section 15 of the 
Interstate Commerce Act by inserting a new paragraph, section 15c, proposed 
to read as follows: 

“Whenever any common carriers subject to this part. acting by regions, districts, 
or other appropriate groups (of any express company or sleeping-car company 
acting individually), shall file a petition with the Commission certifying that 
they have incurred, or within the immediate future will incur, increases in wages, 
or increased costs of materials and supplies, which according to the best avail- 
able estimates of revenues and expenses (including such increases) covering 
the twelve-month period following the filing of such petition indicate that, as a 
result of said increases, a general increase in rates, fares, or charges for the 
transportation of passengers or property, or both, as set forth in said petition, 
is necessary to permit said carriers, under honest, economical, and efficient 
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management, to earn revenues sufficient to enable them to provide, in the inter- 
est of the nation and the gener: pupis a late id Cle st vice, estal ish 
and maintain sound credit and attract equity capital; thereupon the Commission 
Shall within sixty days after the n f such pet m enter a nterim order 
and findin With or without a hearir authorizing inereases which in the 
Commission’s opinion are appropriate or necessary under honest, economical, and 
efficient management to provide enues sufficient to enable the carriers to 
provide adequate and eflicient 9 tain sound credit and attract equity 
capital. Such increases shall beco effective under master tariffs or other 
schedules published to become effective on not more than tel * notice to the 
public. Within sixty days thereafter, the increases rates, fares, or charges 
requested in said petition shall be the subject of further investigation and the 
Commission shall proceed with tl na sposition of the cause in accordance 
with the subst ive provision ind poWers granted it under other provisions 
of the Act: Provided, That if upon the tinal disposition of the issues involved in 
such proceedings, the increases in 1 , far or charges as finally determined 
by the Commission are less than the inet es in rates, fares and charges author- 
ized by such interim order, the carriers sha pon demand without further action 
by the Commission make refunds upon any shipments o1 hich the interim 
increases exceeded the maximum increases authorized in the final decision and 


report ot he Commission 


The purpose of this bill, as viewed by your protestants, to avoid long, drawn 
out litigation before the Commission f¢ hich, in many instances, the carriers 
fre responsible; also, to make in “liate, in interim form, adjustments in rates, 
fares, and charg to meet the rapidly rising costs of operation, and to improve 
and expedite the handling of gene l increase rate cases before the Inter- 

ite Commerce Commission, all of hich \ ld not deprive the Commission 
0 CS ( itrol o s 

This bill would have the effect of “rubber stamping” increases in rates, fares, 


and charges, without proper investigation by the Commission 

May I point out to this committee that a statcment filed by William H. Ott, Jr., 
on behalf and in the interest of the National Industrial Traftie League supports 
this legisaltion. The Burlington Shippers’ Association, Inc., is a member in good 
standing in the National Industrial Traffic League. However, I do wish to point 
out that Mr. Ott’s statement is contrary to the position of the Burlington Ship- 
pers’ Association, Ine., and his statement does not speak for or control the 
thinking of this member. 

It is obvious that transportation agencies have been and still are in much 
better condition financially than their patrons, the small shippers, particularly 
those who operate in small cities, serving the small retailers and businesses 
located in the rural and farming communities. To a large degree our people are 
distributors of goods who depend upon the small retail merchants in farming 
and rural communities for our survival. 

The Commission at this time has the power to fix rates, fares, and charges after 
due investigation and insist that the act so remain. The time consumed in any 
investigation depends largely on carriers’ representatives and their method of 
handling and in the interest of the public generally there need be no amendment, 
modification or addition to section 15a, as covered by bill S. 1461 or any other 
section of the Interstate Commerce Act, insofar as it would go to the effect on 
the present method of handling general investigations involving a general 
increase in rates, fares, and charges. 

During the various ex parte investigations before the Commission had the 
Commission been appropriated sufficient sums of moneys to defray operating 
expenses and had the carriers expedited their part of the handling of these cases, 
the proceedings would not have been unduly delayed or prolonged. In some of 
the investigations which would result in a revision downward in the rates, fares, 
and charges, the case was taken to the courts which was a delaying action only. 

It is our sincere conviction that this piece of legislation is strictly a railroad 
bill and it is not in the public’s interest as stated herein, but to the contrary it is 
a bill only in the interest of the ca 

With regard to the delayed action mentioned hereinbefore, we have in mind 
the class-rate investigation of 19 instituted by the Commission on their own 
motion, and it is identified as 262 ICC 447-766 which proceedings was before 
the Commission a number of years, and as a last attempt, to deprive the shipping 
public of their justice, the carriers appealed the case to the District Court of 
the United States for the Northern District of New York, Civil No. 2311. This 


proceeding and investigation resulted in a revision of rates, fares, and charges 
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in that portion of the United States east of the Rocky Mountain territory and 
it was in the interest of the public generally. It must be remembered that the 
delay was chargeable to the carriers. Therefore, why should bill S. 1461 be 
drawn in the interest of the carriers, and branded as: “* * * in the interest of 
the Nation and the general public * * *.” 

In view of the many delayed actions on the part of carriers in proceedings 
involving revision downward of rates, how can any bill such as now before the 
Congress be in the public’s interest? . 

Bill S. 1461 does not provide for such a condition as in the interest of the 
public generally, whereas in the instant bill S. 1461 legislation as proposed is to 
require the Commission to permit ‘interim’, rates, fares, and charges to become 
effective within 60 days after the filing of a petition and then and only then 
upon the final disposition and findings of the Commission where the rates, fares, 
and charges authorized are less than the rates, fares, and charges authorized 
under the “interim” order, the carriers shall upon demand refund on any ship 
ment and/or shipments which the “interim” rates are in excess of the maximum 
increases authorized under the Commission’s final order. This legislation by 
Congress, if approved, imposes upon the Commission a mandate and in fact, it is 
Congress who prescribes the effective date of the increases in rates, fares, and 
charges How can such an amendment to the Interstate Commerce Act, as 
proposed, be in the interest of the public generally and how can such legislation 
be constitutional? Who is to keep the records? Who is to retain the freight 
bills involving charges paid under the “interim” basis? Who is to employ suffi 
cient help to file claims? Who is to pay the additional clerical help, which 
would be required under “interim” rates, fares, and charges? Obviously, it 
would not be the carriers. Therefore, such legislation will and can only 
result in additional expenses to the already tax-burdened shippers 

Such legislation would require the additional expense of checking literally 
hundreds of freight bills, the filing of claims, involve interest due shippers on 
moneys paid to carriers under the “interim” order, and in many, Many instances, 
the general public would be out and/or lose hundreds of thousands of dollars, due 
to their inability to seek refunds account, the misplacing of and the loss of 
freight bills. 

We submit, gentlemen, that such legislation is not warranted, is not in the 
publie’s interest, and likewise would be unconstitutional due to such legislation 
being in the interest of the carriers only. 

The carriers have filed petitions with the Interstate Commerce Commission 
seekil as permanent the 15-percent increase in charges authorized by the 
Interstate Commerce Commission in Pa parte No. 175. which is now scheduled 
to expire February 28, 1954. The carriers’ petition has requested of the Com- 
mission to eliminate the expiration date. Is this action in the interest of the 
pul lie? 

Records now indicate that class I railroads, air transportation, and miscellane 
ous transportation have a net income after taxes, 1952 over 1951, of 17 percent 
plus, Whereas the total manufacturing indicates a 7-percent minus. Chain stores, 
department stores, mail-order businesses, wholesale and miscellaneous, etc., 
indicates for the same period an 8-percent minus, as shown on exhibit A, pages 
12 and 13, enclosed herein and made a part hereof. 

exhibit A is a reproduction in part from the April 1953 letter on “Economic 
Conditions, Government Finance,” the National City Bank of New York, and 
is self-explanatory. 

In this immediate territory we have experienced a reorganization of one man 
ufacturing firm and an old firm having been in business for many years is going 
out of business. We, in the past 10 years, according to the United States census, 
have experienced a drying up of our trade territory, small business, and small 
retailers, particularly in the rural communities. We attribute such a condi- 
tion to pressure rates, fares, and charges being afforded shippers located in the 
large shipping centers. for eXample, lower rates on shipments weighing 5,000 
pounds or more, an adjustment in rates downward on commodities moving in 
heavy volume, which prior to their treatment were lower than rates on the 
same commodity from another source which is competitive We, particiy ating 
in these proceedings, are at a loss to understand such action on the part of 
carriers 

At the present, the rail lines are in Washington, D. C., seeking the continua- 
tion of the 15 percent authorized in Ea parte 175 proceedings and at the same 
time returning to large business in reduced rates, moneys and for what? We 
are unable to determine the carriers’ trend of thought. 
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Any and all proposed increases in rates, fares, and charges of a general nature 
are of such magnitude, importance, and involve so many issues that the Com- 
mission is required by law, the Interstate Commerce Act, passed by Congress 


to investigate and hear all parties interested and who are parties to the pro- 
ceedings and upon the completion of such evidence and statistics and only then, 
should the Commission decide the issues This action is required in increases 
as well as decrease proceedings. Let it so remain 


However, should such legislation as bill S. 1461 be of such importance, in 
the interest of the public, an amendment must be incorporated whereby in the 
matter of reduced rates, fares, and charges the Commission within 60 days 
would authorize reductions on an “interim” basis after which the proceedings 
would be handled as set forth in bill S. 1461 and should the reductions in the 
final order be greater than the “interim” order, the carriers would, without 
demand, immediately make refunds to the public generally on all shipments 
so moved, plus interest of 6 percent. Such an amendment to the act, and so 
provided for in amended bill 8S. 1461, would be a two-way street and would operate 
in the interest of the shippers as well as the carriers. 

Unless such an amendment is incorporated by reason of the elapse of time, 
the loss to the public generally would be enormous. The detailed expense in- 
curred by carriers in making refunds would result in amounts far in excess of 
the refunds and the value of the service. 

Frankly, it is our view in the past 65 years the act has been in effect, which 
was enacted by Congress, and is the Interstate Commerce Act, transportation 
agencies have fared very well financially except for the want of traffic. Each 
goes hand in hand when business is adversely affected; the result is that trans- 
portation agencies are seriously affected. Business cannot and should not be 
expected to subsidize transportation During the many years that I have been 
in transportation business, which extends over a period of 41 years, it has been 
my observation that those carriers who have an efficient, economical, and sound 
business, need have no fear. Such carriers give service and that is what shippers 
are paying for. 

It is obvious from the transportation trend that all modes of transportation 
have forgotten entirely small shippers and small shipments. Rates and charges 
are continually being published higher and higher on this type of traffic and the 
small shippers feel the transportation charge pinch more and more, 

From our point of view the transportation laws passed in the interest of the 
general public have ceased to exist and, gentlemen, I say to you, it is a terrible 
mistake. However, it appears in a new shroud, which is, in the interest of trans- 
portation agencies and the general public secondary. 

The most recent and important concern of small shippers is the $1.50 “sur- 
charge” or “experimental” charge, involved in I. & S. Docket No. M-4462 et al., 
published in tariffs by the Central States Motor Freight Bureau, Inc., Chicago, 
Iil., on all shipments weighing under 5,000 pounds and in addition to the “sur- 
charge” these same shipments are being penalized by another “arbitrary” charge 
of 20 cents per 100 pounds added to all rates, and the service by motortruck and 
railroads on this type of traffic is most unsatisfactory and deteriorated. 

An example: The rail lines have a published package-car service from Atlanta, 
Ga., to Burlington, Iowa, through East St. Louis, Ill, of 6 days. Their actual 
performance is 2 to 3 weeks. The carriers resent Mr. Shipper calling such 
service to their attention for corrective measures. 

The following is a typical example and is indicative of the service: 

“Shipped May 1, 1953, 34 rolls cotton piece goods, weight 8,291 pounds, from 
Chicopee, Ga., Southern Railway W/B 34448, loaded into UP car 196909, routed 
by the shipper Southern Chicago, Burlington & Quincy R. R. Ce 

The consignee, the Midwest Wax Paper Co., Fort Madison, Iowa, Mr. M. Dene- 
beim, president, informed the undersigned that his particular department using 
this merchandise was out of production, he lost the sale of several thousand 
pounds of finished materials. Why? The shipment was mishandled and arrived 
Fort Madison, Iowa, May 15, 1953. Are we to subscribe to this legislation with 
no assurance of an improvement in the service? 

The present transportation rates, fares, and charges are far in excess of the 
value of the service being afforded small shipments. This results in industry 
putting into operation their own motortruck delivery system which results in 
loss of traffic to the carriers and others who are in support of this legislation. 

Such delays in the handling of traffic by supporters of this legislation as well 
as other transportation agencies results in a loss of revenue to carriers, manu- 
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] make small shipments, may we suggest to Congress that the legislation 
herein proposed in bill S. 1461 be not approved 
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bevond the reading and intent of the bill as drafted 
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Porter & PorTeER, 
Madison 3, Wis., May 12, 1958. 
Hon. CHar.es F. Tosey, 
United States Senator 


Senate Office Building, Washinaton. D.C 






DEAR § AToR Toney: I hand you for filing with the Committee on Interstate 
nd Foreign Commerce statement by Central Territory Traffic Conference in 

posi nt ill S. 1461. 

I ddi ies are required or if IT should use other means to get this 
Stateme b he committee, will you please ac se 

Thanking | with great respect, Lam 

Ye ¢ ruly 
Pruitie H. Porter. 
S MENT OF CENTRAL TERRITORY TRAFFIC CONFERENCE 

At i innual meeting held at Cleveland, Ohio, on May 5, 1953, Central Terri- 
tol ri Cor nce unanimously adopted a resolution opposing the enactment 
f ill S. 1461 o he substitute measures which have beer proposed, 

Central Territory Traflic Conference is a shippers’ organization representing 
industt renera and other shippers and receivers of freight located within 
the Stat Ilinoi Indiana, Michigan, Ohio, and Wisconsin, including the 
erritory a ent to boundaries of those States and extending to the east as far 
is Buffalo d Pittsburgh Its members are the Illinois Industrial Traffie 
Leazue, Indiana State Chamber of Commerce, Michigan Industrial Traflic League 
ind Detré Board of Commerce, Ohio State Industrial Traffic League, and Wis- 
consin Manufacturers Association. Through these members the constituency of 


the conference comprises many thousands of shippers and receivers of freight 
transported by railroads, motor carriers, and other transportation agencies, 

rhe representatives present at the annual meeting carefully considered the 
occasion which has induced the introduction of S. 1461 and the effects which 
would result from such legislation. After an extended discussion of the matter, 
it Was the unanimous view of those present that the proposed legislation should 
be opposed in its entirety. 

The conference is fully appreciative of the grounds upon which the passage 
of the bill is advocated and. for the reasons stated by the National Industrial 
Traffic League and others, the fault of time lag inherent in the regulatory process 
and necessarily intervening between the filing of a petition by the railroads and 
its determination by the Commission. Such fault seems to the conference to 
be a necessary concomitant of effective regulation and one which may only be 
minimized but not entirely eliminated if sound, equitable, and effective regulation 
of railroad rates is to be preserved. 

The disadvantage of the time lag is of much less importance than would be the 
evil of allowing the railroads to name their own measure of rate increase without 
the wholly insufficient review and restraints provided, and with only the inade- 
quate, and in many cases, impracticable protection of allowing reparation to 
shippers of rates and charges which during the pendency of the proceeding may 
have been excessive. 

One need only to stop and consider the tremendous scope of the process of 
making restitution of a portion of the freight charges on all shipments moving 
during considerable period of time to be convinced of the utter impracticality 
and inadequacy of reparation as a protective measure. Whenever the Commis- 
sion shall in the last analysis find that the increases which may have been put 
into effect were beyond the amount necessary to satisfy the statutory purposes, 
it means that each and every one of the millions of shipments which moved dur- 
ing the review period must be rerated by the paver of the freight charges, checked 
by the railroads, and refunds made if justice is to be done. The magnitude of 
that task and its cost, both to shippers and railroads, can hardly be imagined. 
In the ease of many descriptions of traffic, particularly small shipments, the 
task of preparation and filing of claims, although aggregating substantial sums 
for many shippers, would be such as to preclude the attempt and the reparation 
procedure would never be undertaken. 

That reparation would normally be in order under the proposed scheme is to be 
expected for the railroads have always been prone to overstate both the amount 
of their revenue needs and the level of freight rates which can reasonably be 
assessed against particular descriptions of traffic. 
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For example, in Ex parte 162 the carriers proposed an increase generally of 
25 percent, subject to certain exceptions. The Commission eventually allowed 
20 percent with exceptions which in most cases were more favorable to the ship- 
pers than those proposed by the carriers (266 I. C. C. 537). Furthermore, much 
of the justification for what was eventually allowed arose by reason of changes 
in operating cost levels which took place during the pendency of the proceedings 
and which therefore were not reflected in the original application. 

In Ex parte 166 the carriers sought, with certain exceptions, increases of 38 


percent within, to and from, eastern territory and 28 percent in the other terri 
tories, again with certain exceptions. The Commission eventually allowed 30 
percent in the East and 20 and 25 percent in other territories again with various 
exceptions more liberal than those which had been proposed by the carriers 
(270 1. C. C. 403). 

In hae parte 168 the railroads sought generally basic increases of 13 percent 
and the Commission eventually authorized increases of from 8 to 10 percent and 
again with various exceptions on specific descriptions of traffic, more liberal than 
those proposed by the railroads (2761. C. C.9) 

In Fa parte 175 the railroads sought an increase generally of 15 percent and 
were granted increases ranging up to 9 percent (281 I. C. C. 557). Thereafter, 
and on account of changes and conditions which had taken place since the filing 
of the application the Commission on further consideration allowed the 15 
percent as an emergency temporary measure (284 I. C. C. 589). 


In close cases, at least where the percentage difference between the rate pub- 


lished and the rates deemed to be justified is small, the Commission might well 
be inclined to approve the full amount of the increases | 
the enormous task of making reparation, but if the experience of the past is any 
cuide, it indicates clearly that reparation will always be in order and will be a 
remedy for many shippers too burdensome to pursue. In either case an injustice 
results. 

Complaint has been voiced that the interim relief afforded by the Commis- 
sion in several of these cases had been insufficient to meet the needs of the rail- 
roads. That, of course, is a complaint not pertinent to the time lag but bearing 
only on the wisdom, fairness, and integrity of the regulatory agency, and if 
any such situation may be found, the remedy is other than any provided in this 
bill. Certainly no one is prepared to advocate the abandonment of regulation 
hecause of the restraints imposed by it for they constitute the essential purpose 
and function of regulation. 

The time lag between filing of the application in the later ex parte cases and 
the first interim order has ranged from 2 months in Ex parte 162 and 175 to 3 
months in Ex parte 166 and 168, although in the former case (166) only ‘1 month 
intervened after the request for a temporary increase. The bill itself offers 
no better than 2 months. Surely any such saving in time is insuflicient to justify 
depriving shippers of their opportunity to be heard before general rate increases 
are made effective. 

For reasons stated, Central Territory Traffic Conference is opposed to the 
enactment of bill S. 1461 


ublished so as to avoid 


THE SECRETARY OF COMMERCE, 
Washington 25, May 18, 1958. 
Hon. CHArtes W. Tosey, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D.C 

DrAR Mr. CHATRMAN: This letter is in reply to your request of March 26, 1953, 
for the views of this Department with respect to S. 1461, a bill to amend the 
Interstate Commerce Act, as amended, concerning requests of common carriers 
for increased transportation rates 

The subject bill proposes to amend the Interstate Commerce Act, as amended, 
to provide for expeditious handling by the Commission of general rate increase 
requests by common carriers 

During the inflationary period following World War IT, railroads, and other 
earriers whose rates are controlled by regulatory agencies, have heen severely 
handicapped because of their inability to promptly adjust prices to reflect in- 
creased price and wage levels 

The public interest is adversely and seriously affected by long delays in per- 
mitting carriers to make effective general rate increases which are required 
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I bie pr ides that wt ain increased costs have been incurred, 
the « riers may a petition with the Commission setting forth such facts and, 
thereafter, the Commission must within 60 days, either with or without hearing, 
enter an interim order authorizing such increases to become effective on not 
more than 10 days’ notice, as, in its opinion, will provide revenues sufficient to 





enable the carriers to provide adequate and efficient service, maintain sound credit, 


and attract equ capital In other words, the bill would permit the Commission 
to ce ider the carriers’ proposals in advance of the effective date, but requires 
them to enter an interim order authorizing such increases as appear justified 


Within 60 days after the filing of the petition, either with or without a hearing. 





his would » give, ifa were held within the 60-day period, the users a 
chance to express thei wes Hence, but some 70 days need expire between the 
filing of a pe ion and the date rate increases are made effective. 

The bill further provides that within 60 days after the increased rates, fares, 


or charges had become effective, the Commission should proceed with the final 


disposition of the case in accordance with the normal provisions of the act. The 
bill provides aiso that, if upon final disposition of the issues, the rates, fares, or 
charges finally fixed by the Commission are less than the interim increases, the 
earriers shi make refunds on shipments upon which the interim increases 
exceeded those finally authorized without further action by the Commission. 

The Department therefore recommends the enactment of legislation for the 
purpose set forth in S. 1461. We believe that the procedures provided in 8. 1461 
would be in the public interest, but oppose any change in the substantive standard 
to be applied 

Due to the urgency of this matter, we have been unable to obtain the advice 
of the Bureau of the Budget as to the relationship of this legislation to the 
program of the President : 

If we can be of further assistance in this matter, please call on us 

Sincerely yours, 
SINCLAIR WEEKs, Necretary of Commerce 





Lion Orn Co., 
El Dorado, Ark.. May 12, 19538. 
Hon. Cuaries W. Torry, 
Chair ! Committee on Interstate and Foreign Commerce. 
United States Senate, Washington, D. C 

Dear Str: I am sorry I was not able to write to vou prior to the conference 
on Senate bill 1461 Also, it was impossible for me to be in attendance. There 
fore, I do want to express to you my opinion about this bill 
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The act today gives the car! s the right » file for tl nereas ut 
the Commission Iust ave an investigation and give the c a right to 
protest before on orde an be Issue th bi rovid I é that a 2 

fter investigation, the Commission can find that the increa s unlawful or 
too high. Then claims can be d and the carrie in fund Still there 
is many and many an industry which does not have fae es fol ing claims. 

Then, too, it gets back to the estion of ho vets the d, the ¢o ener 
or the shipper. In many instance transportation charg e passed on to 
the consignee, and tl ni no ta tle for secu = re n i He 
has been penalized 1 because of this exhorbitant freight charge 
without having the right to appear to protect himself 

It is Ny opinion that Senate bill 1461 w d lead to inef f ¥ in operations 
by the railroads, because they would always have a g rar get an increase 
in cost of materials, supplies, or labor. They say they ne¢ money fo ain 
taining a sound credit and attracting equitable capital We I ques n of 
maintaining a sound credit means efficiency in any industry \ other indus 
try in the country that wants to have sound credit mu produce efficiency or 
the banks or the stockholders or the investors will not inves ith I They 
have no Government guaranty that they can have assured credit in only 
attract equitable capital by being efficien lo have a laraunty the Gov- 
ernment that any time they are not in a position to have sound credit, they can 
simply file an application for an increase in their rates with the Commission, 
ind get it automatically, will in my opinion lead to inefficier in operations 


l 


The other bill provides, of course, that this proposes to secure these only pro 
vided they can prove that they are under honest economic and efficient man 
agement, but How can this be proven if the public has no right to protest‘ 

The bill forces the Commission to automatically give the carriers an in 
crease simply on the strength of their saying the cost of material or labor has 
gone up. There is no counteracting bill saying that the shippers automatically 
get a reduction whenever cost of labor or materials goes down. The only thing 
the shipper can do is make a protest in the form of a complaint, go through 
a hearing to get his rates reduced later when costs go down 

However, under this bill, all the carriers will have to do is prove they have 
had an increase in labor or some operating expense to get an automatic 





general 
increase without the shipper’s having had the right to protest We think this 
is a very unfair law 
Yours very truly, 
Lion Orn Co., 
P. G. ANDERSON 


Traffic Manage? 


ATRCRAFT INDUSTRIES ASSOCTATIC™ OF AMER'CA, INC., 
Washington 5, D.C... May 15, 19538 
Procedures for quick increases in rail-transportation charges (S. 1461). 
Hon. CHARLES W. Tosey, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washinaton, D.C 

DEAR SENATOR ToBEY: In your letter of May 7 you were gracious enough to 
extend to May 14 the time for submitting our views in connection with S. 1461 
It was physically impossible for me to meet this deadline, hence I am hopeful 
of having this brief presentation considered by your good se 











242 AMENDMENT TO INTERSTATE COMMERCE ACT 


I should say at the outset that a large part of the transportation charges paid 
by our members are eventually passed on to the Government. However, I assure 
you we have resisted the payment of excessive transportation Charges as con 
scientiously as though these charges came out of our own pockets, Our members 
oppose this measure for two reasons: 

First, when the legislation introduced originally by former Congressman 
Bulwinkle resulted in section 5a of the Interstate Commerce Act, a measure you 
very ably and vigorously opposed, the primary justification offered by its advo- 
cates was that the complete control of rates published as a result of carrier 
agreements was vested in the Interstate Commerce Commission. This bill, tem- 
porarily at least, takes from the Commission a substantial part of that control. 
Lam doubtful if section 5a could have become a law had this proposed legislation 
been in effect 

Statements have repeatedly heen made, generally by railroads, that increases 
vranted by the Commission have been niggardly and slow. The Commission has 
denied this and we think properly so. On the contrary, we feel that the Com- 
mission has been quite generous. For example, if we go back to 1914, the year 
when the Commission for the first time granted the railroads general increases 
in rates, the first-class rate from New York, Boston, and points in Massachusetts 
and New Hampshire taking Boston rates to Chicago was 75 cents per hundred 
pounds. This rate was regarded both by the carriers and the Commission as the 
standard for all rates applied within that territory lying east of the Mississippi 
and north of the Ohio and Potomac Rivers. Today the Boston-to-Chicago rate is 
$3.89, an increase of 418 percent. This rate is the result of accumulated increases 
in the intervening years, all granted by the Commission. I suspect you will find 
few commodities produced in your own State the prices of which have increased 
in such amounts in the same period of time. 

Our second and very important reason for opposing this bill lies in the fear that, 
if enacted, it will spread to other forms of transport, for example, highway car- 
riers. When Congress enacted section 5a of the Interstate Commerce Act, one 
distinct provision inhibited agreement between railroads and highway carriers. 
[ am unacquainted with any general increases in rates instituted by highway 
earriers in territories where they have not been preceded by rail increases. 
Where highway carriers have sought such increases, shippers generally have 
insisted that they make their showing on their own needs and not upon the fact 
that competing rail rates have been increased. It is quite conceivable, in fact 
human nature only too surely discloses, that with this same power granted to 
highway carriers, a wink of the eye or a nod of the head would accomplish 
simultaneous increases. The fact that railroads today know that highway rates 
will not only be not increased simultaneously with their proposed increases and 
maybe not at all, obviously serves to hold down inordinate rail increases. This 
inhibition will be swept aside if the powers here sought for the railroads are also 
given to motor carriers, 

very truly yours, 








Harry R. BRASHEAR, 
Director, Traffic Service. 





STATEMENT OF JouHN M. AGREY, BISMARCK, N. Dak. 


My name is John M. Agrey. T reside at Bismarck, N. Dak., and am employed 
as director of traffic for the Public Service Commission of the State of North 
Dakota I have had almost 27 vears of traffic experience in that State, about 12 
years with the commission of the State and the balance of the time in the 
employ of various civic organizations at Fargo and Minot, N. Dak. I was ad- 
mitted to practice before the Interstate Commerce Commission in 1934 as a class 
$ practitioner and have participated in numerous proceedings before the Inter- 
state Commerce Commission and State commissions involving rates on numerous 
commodities and services performed by common carriers. 

I have been directed by the North Dakota commission to disenuss Senate bill 
1461 as amended. In substance, it provides that whenever common carriers, 
acting by regions, districts, or other appropriate groups, shall file a petition with 
the Interstate Commerce Commission certifving that they have incurred, or 
within the immediate future will incur, increases in wages, or increased costs of 
materials and supplies which indicate that, during the 12-month period follow- 
ing the filing of the petition, a general increase in rates, fares, or charges for the 
transportation of persons or property, as may be set forth in the petition, is 
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necessary to permit said carriers, under honest, economical, and efficient man- 
agement, to earn revenues sufficient to enable them to provide in the public 
interest adequate and efficient service. It also provides that said petition shall 
include or be accompanied by an exhibit showing certain facts with respect to 
volume of traflic, rates of return, et cetera. 

Within 60 days of the filing of such petition the Commission is directed to 
enter an interim order and findings, with or without a hearing, authorizing such 
increases, if any, as in the Commission's opinion are necessary under the pro 
visions of the act. Within 60 days after the date of the Commission’s order 
authorizing or denying an interim increase, the increases in rates, fares, and 
charges requested in said petition shall be the subject of further investigation 
and disposition by the Commission. Provision is also made that in the event 
the Commission in its final order finds that the increases it authorized in its 
interim order were too great, the carriers are to refund to the shippers the 
difference in the amount by which the interim rates exceeded the rates or in 
creases finally authorized. 

I understand the reason for this proposed legislation is that the railroads, 
primarily, have complained about the lapse of time between increases that have 
taken place in their costs of operations and the granting of authority to increase 
rates by the Commission pursuant to their request. 

There is no reason why the railroads should receive greater consideration 
than the public. In all of the cases before the Interstate Commerce Commis 
sion, where they have requested authority to increase their rates, they have 
had expedited and preferred handling all the way through. 

For information of the committee, I have drawn up a table indicating the 
date that various petitions for increased rates were filed by the railroads with 
the Commission, date of the Commission's decision, date the increased rates 
became effective, estimated accumulated increases in percent over base date of 
June 30, 1946, estimated percent of increase authorized in each instance, and 
the estimated amount in dollars and cents the carriers revenues were increased 
annually: 





Est i ul n Ase 
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Date } D ric ad aie In rat Sli fa 
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Per t Percent Thousands 
Ex Parte No. 162 Apr. 15,1946 | June 20, 194¢ July 1, 1946 6.4 6.5 $375, 126 
Dee 1946 | Jan. 1, 1947 17.6 10.4 823, 874 
Ex Parte No. 166 Juh 1947 | Oct , 1947 | Oct 13. 1947 28 8.9 00, 800 
July 23,1947!) Dec. 29,1947 | Jar 5, 1948 7.8 7.6 729, 200 
Sept 1947 Apr. 13, 1948 May 6,1948 42.8 3.6 304, 400 
Dec 1947 July 27, 1948 Aug. 21, 1948 44.2 1.0 8, 600 
Ex Parte No. 168 Oct. 12,1948 Dec. 29,1948 | Jar 11, 1949 51.7 2 146, 000 
Aug 2.1949 | Sey 1, 1949 d 3.7 2 100 
Ex Parte No. 175 Jan. 16,1951 Mar. 12, 1951 Apr 4, 1951 1.1 2.4 0), O00 
Jan. 24,1951 July 13,1951 Aug. 21 451 i. +.0) 348, 000 


1 Amended petition 
Amended and supplemental petition 


A table containing similar information is shown at page 48 of the 66th Annual 
Report of the Interstate Commerce Commission to Congress. 

The figures shown in the table above were generally obtained from the 
Monthly Comment on Transportation Statistics issued by the Bureau of Trans- 
port Economics and Statistics, Interstate Commerce Commission. With respect 
to the last column in the above table, in two instances I applied the estimated 
percent of increase to the freight revenue for the year concerned. I might also 
state the above computations also include increased intrastate revenues. Intra- 
state curload freight revenue based on 1949 terminations according to the Bureau 
of Transport Economics and Statistics, were about 11.4 percent of the total of 
all traffic. Therefore, the abeve figures in the right-hand column might be 
reduced about 12 percent to arrive at an approximation of the increase in rev- 
enues granted by the Interstate Commerce Commission at the time indicated in 
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each instanee. State authorizations came later because the railroads did not 
ask the State commissions to give consideration to their request until after the 
Interstate Commerce Commission had disposed of the matter. 

You will note from the above table that in the first instance in Br parte No. 
162, the railroads secured over $300 million in increased revenues annually 
within 2144 months from the date of the filing of their petition. Six months later 
they received another increase of about S800 million annually. In less than 8 
months’ time the people had their annual transportation bill increased over 
$1 billion, yet the railroads want the Commission to take less time to grant 
them such large amounts. There is no court in the land, to my knowledge, that 
dispenses justice as rapidly as this considering the amounts of money involved, 
and the impact upon the business of the country. 

In all of these cases before the Interstate Commerce Commission involving 
increased rates, in no instance has the Commission found justified the increases 
requested by the carriers in the original instance 

The proposed legislation contemplated by this bill (S. 1461) refers on page 
2 line 4, to “general increase” in rates, fares, etc. There is no definition of 
the term “general increase.” Does this mean a general increase in the rates on 
all traffic, or a general increase on products of agriculture, passenger traffic, 
miners petroleum products, or some other group of commodities? Will the 
carriers under this legislation be permitted to pick such segments of their traffic 
as they choose, to increase the rates on? It might be so construed. 

The above table refers only to increases authorized by the Commission in 
freivht rate During this tine the Commission also handled and disposed of 
requests for increases in the rates and charges of the express Company, passengel 
fare mail pay and other maiters, all for purposes of increasing the revenues 
of the carriers 

I mentioned previously, that the public was entitled to the same treatment 


as common carriers. Keeping in mind the short time, as indicated in the above 
table, that the railroads secured quick relief in the form of authority to increase 
their rates and charges, let us now see how quick the shipping and rate paying 
public obtains relief from unreasonable rates. Shippers are very fortunate if 


they can secure a decision inside of a year and it might take up to 10 years of 
time, after the filing of their complaint Durin’ all of that period, however, the 
shippers must continue to pay rates which the Commission often eventually 
finds unlawful, but the railroads collect and retain the revenue obtained from 
such rates. This delay accorded the shippers in securing reduced rates has 
undoubtedly cost them millions of dollars and at times has almost put them 
out of business 

We do not blame the Commission for this delay because they have limited 
forces with which to dispose of the numerous petitions and complaints filed 
with them. What we do complain about is that the railroads have had preferred 
handling on all of these cases involving increased rates and charges and yet they 
want something more. They forget the slowness with which they dispose of 
rate proposals before their various and numerous rate committees, as well as their 
unwillingness to hurry to a conclusion the disposition of complaints or petitions 
filed with the Interstate Conmmerce Commission by shippers. But they certainly 
can prepare ina very short time for the trial of cases where they desire increases 
in rates and they also expect cooperation from the shippers and the Commission 
in that respect. This they have had, but like cooperation from them when the 
shipper wants something, has seldom been forthcoming. 

What I contend is that unreasonably high rates are as damaging to shippers 
as unreasonably low rates are to the carriers and both should be treated equally. 

The bill only deals with increased rates as a result of increased costs of 
operations. Nothing is said about quick reductions in rates if expenses of the 
railroads are reduced. 

Further, there are thousands of rates the railroads may increase substantially 
on 80 days’ notice without first obtaining authority from the Commission, because 
they are now less than what has been prescribed by the Commission. There are 
practically whole rate structures they could increase, of which canned goods 
and petroleum products in the West are examples, and iron and steel in the 
Kast. There are many, many others. The railroads might contend that they 
could not do that because the present rates were established to meet competition 
of some sort. However, in all of their past petitions for increased rates and 
charges they have included all commodities and practically all services, and did 
increase the rates when and to the extent authorized. They may have subse- 
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quently treated some of them with special consideration, but the authorized 


increases were first established. 


Statements may be made to you that shippers ca! cure reductions in rates 
or a correction of a rate situation through informal negotiations with the 
carriers, such as contemplated by section 5a of t act, commonly termed the 
Bullwinkle bill. This is very often not satisfactory. Ther re many instances 
where the railroads take a year or more before disposing of any requests for 
reduced rates by shippers. After waiting a year the actior ken by th irriers 


e 
may not be satisfactory and then a complaint must be filed with the Interstate 
Commerce Commission which will take at least a year and prebably around 18 
months, or more 


I note also the bill states the carriers may act by regions, districts, or other 











appropriate groups. There is no definition of regions, districts, or appropriate 
groups. Assuming this might mean areas embraced within the jurisdiction of 
rate committees of the railroads as approved by the Commission under section 
5a of the act, then it could very well contemplate that lines operating in the 
State of Montana could request increased rates pursu lis bill on traflic 
moving from, to, or within that State, for the reason it the State of Mon 
tana comes within the scope of activities of the committee of r: ads called 
the Montana Lines Committee. The so-called Northern Lines Committee con 
cerns itself with all rates within, from, and to the State of North Dakota and 
northwestern Minnesota. Presumably, they could request increased rates cover- 
ing just that area, according to the provisions of this bil Is this to be termed 
a “general increase” in rates? I certainly do not believe so 

This bill is definitely not in the public interest. If this type of legislation 
is to be approved, then it should be amended so that the shipping and rate 
paying public can receive the same relative treatment as the railroads. Large 
shippers may be able to take care of themselves and usually do through informal 
negotiations, but the many more small shippers receive little consideration. 
There is no logical reason why the Commission should not have the authority 
upon proper certification, to order railroads to reduce rates in the same manner, 


as it is contemplated under the bill to permit increases in rates for the benetit 
of common carriers. Then the public and our common Carriers will receive 
somewhere near equal treatment. 





